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FOREWORD 

So  cordial  a  reception  having  been  given  to  the  first  edition 
of  "Principles  of  Real  Estate  Appraising,"  the  author  has  been 
encouraged  to  greatly  amplify  and  bring  up  to  date  in  every 
detail  this  second  edition  of  the  same  title.  During  the  last 
three  years  the  principles  of  real  estate  appraising  have  been 
given  increased  thought  by  students  of  value.  Much  data  has 
been  collated  of  recent  years  by  difTercnt  authorities  giving 
experiences,  costs,  rents,  etc..  all  of  which  arc  very  helpful 
in   scientific  study. 

Actually  this  constitutes  a  fourth  edition.  The  first  edition 
was  published  in  I'U/.  and  was  reprinted  in  1920.  some  25,000 
copies  having  been  distributed.  In  1921  a  field  size,  consider- 
ably revised,  was  placed  upon  the  market,  but  it  was  not  until 
May,  1924,  that  the  present  ambitious  work  was  introduced  to 
the  public.  This  has  been  so  rapidly  absorbed  that  it  now 
becomes  necessary  to  publish  another  enlarged  and  revised 
edition. 

.Several  new  chapters  have  been  added  to  this  volume,  while 
throughout  the  book  an  eflFort  has  been  made  to  correlate  and 
assemble  in  convenient  form  data  referring  to  specific  forms  of 
appraising.  Hie  author  has  treated  at  greater  length  the  fol- 
lowing subjects:  Plottage  A^alue,  Eflfect  of  .^uto  Transporta- 
tion, Store  Rental  Capitalization.  Corner  I-ots,  Rate  of  Capi- 
talization, Rent  in  Relation  to  Gross  Sales.  Effect  of  Re-Ap- 
piaisal  Leases  on  Eand  Values,  the  Capitalization  of  99-year 
I^ease  Rentals.  Depreciation  and  Appreciation,  an  entire  new 
chapter  entitled   ".'sensing  the   Market"  has  also  been  included. 

One  of  the  new  chapters  which  has  been  introduced  is  en- 
titled "Unscientific  Bond  Issue  Appraisals,"  in  which  attention 
is  drawn  to  serious  dangers  besetting  the  issuing  of  bonds  on 
properties  the  known  value  of  which  is  debatable. 

Another  valuable  chapter  has  been  added,  entitled  "Eegal 
Decisions  Regarding  .Appraisals."  The  author's  long  service  as 
an  attorney  has  convinced  him  that  there  is  a  definite  need  for 
setting  forth  a  few  of  the  many  legal  decisions  establishing  the 
principles  underlying  the  appraisal  of  real  estate,  without  which 
no  realtor  or  appraiser  is  fully  equipped  as  an  expert.     Important 


decisions  are  presented  touching  on  such  questions  as  What  is 
Value?  What  is  Evidence  of  \'alue?  W'hat  are  the  Factors  of 
Value?  What  is  Market  Value?  Does  Income  Fix  Value? 
When  is  Cost  a  Relative  Factor?,  etc.  A  comprehensive  chap- 
ter covers  this  entire  subject. 

In  connection  with  the  department  devoted  to  building  ap- 
praisals, it  will  be  noted  that  all  cost  data  has  been  brought  up 
to  the  midsummer  of  1927,  so  that  an  appraiser  in  attempting 
to  value  buildings  may  have  the  advantage  of  comparisons  with 
former  3'ears.  Several  new  types  of  structures  have  also  been 
included,  which  will  be  useful  to  building  appraisers.  In  con- 
nection with  the  presenting  of  this  edition,  the  author's  cordial 
thanks  are  extended  to  his  assistant,  Mr.  John  W^arner,  an  archi- 
tect who  has  worked  untiringly  in  bringing  all  building  appraisal 
data  up  to  date,  presenting  it  in  a  complete  and  attractive  form. 

It  is  the  author's  earnest  desire  to  improve  this  volume  to 
the  end  that  all  phases  of  land  and  building  appraising  may  be 
fully  covered.  Readers  are  at  liberty  to  present  their  problems 
in  writing,  and  are  requested  to  ofTer  suggestions  as  to  methods 
for  improving  the  present  volume,  and  presenting  new  apprais- 
ing problems   for  consideration. 

In  offering  this  new  edition,  the  undersigned  gratefully 
acknowledges  the  many  kind  things  which  have  been  said  con- 
cerning former  editions  of  this  book,  and  sincerely  thanks  those 
who  have  offered  commendation  or  criticism. 

JOHN  A.  zan(;erle. 

Cleveland,  Ohio. 
September   l.S.   1927. 
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Principles  of  Real  Estate  Appraising- 


CHAPTER  1 
SCIENTIFIC   APPRAISING 

CorrtH't  appraising  rt'sponsil)k'  for  staliility  of  l)anks, 
inaniifacturiiii^  and  nu'rcantilc  institutions — Buj'ers  of  real 
estate  must  understand  underlying  principles — Investors 
vitally  interested  in  values  mulerlying  securities — Real  es- 
tate the  basis  on  which  two-thirds  to  three-fourths  of 
country's  revenues  are  raised — Scientific  aiipraising  greatly 
needed  to  replace  haphazard  systems. 

W'itli  the  development  of  the  modern  system  of  l:)usiness. 
founded  on  a  labyrinth  of  credit,  which  in  the  last  analysis  is 
pNTamided  on  the  \alue  of  the  land  and  its  improvements,  the 
subject  of  correct  and  scientific  valuations  is  annuall\-  assumini^ 
greater  imi)ortance. 

Banks  enj(jy  a  sur])lus  or  suffer  a  deficit.  de])eudent  lari^ely 
on  the  accuracy  of  appraisals  upt)n  which  loans  are  ])redicated. 
'Ihe  value  of  the  shares  of  manufacturini;"  or  mercantile  institu- 
tions de]:)ends  on  the  appraisal  of  hxed  and  permanent  assets. 
Sk_\scra})ers.  factor}-  buildings,  warehouses,  apartment  houses 
and  residences  will  show  the  owners  a  profit  or  a  loss  accordini;' 
to  the  method  of  appraisal  employed.  Adequacy  or  inadecpiac}' 
of  freight  rates  depends  on  the  accuracy  of  data  submitted  by 
appraising-  authorities,  (ireat  instu-ance  companies  rely  for  their 
solitlity  on  their  in\-estments  in  real  estate  or  investments  in 
stocks  and  bonds  which  are  based  in  great  i)art  t»n  real  estate  as 
the  underlying   si-curity. 

Many  i)eop!e  owning  no  real  estate  and  not  being-  stockhold- 
ers in  any  Corporation  think  then-isehes  landless  and  disinterested 
in  the  land  tenure'  system.  Who  owns  the  banks  if  not  the  mil- 
lions of  de])ositors  in  the  I  "nited  States?"     .And  how    much  better 
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is  the  deposit  than  a  conservative  estimate  of  the  real  estate  un- 
derlying a  bank's  securities?  Who  owns  the  great  insurance 
companies  if  not  the  millions  of  policy  holders?  And  how  much 
more  valuable  is  an  insurance  company's  obligations  than  the 
value  of  its  assets,  which  such  companies  more  and  more  are 
investing  in  real  estate  in  order  to  secure  and  maintain  public 
confidence? 

Of  far  more  direct  importance  is  the  need  for  buyers  of  real 
estate  to  understand  some  of  the  underlying  principles  of  ap- 
praisal. In  Cleveland  and  Cuyahoga  County  (Ohio)  there  are 
approximately  50,000  transfers  of  real  estate  annually.  On  this 
basis,  it  is  possible  that  there  are  in  the  United  States  5,000,000 
purchasers  and  5,000,000  sellers  of  real  estate  each  year.  There 
are  approximately  50,000  mortgages  filed  in  the  same  county, 
which  would  indicate  that  there  are  approximately  5,000,000 
mortgages  filed  in  the  United  States.  Here,  then,  are  millions 
of  cases  annually  where  purchases  are  made  and  where  credit 
is  extended  based  solely  on  appraisals  of  realty  value. 

Not  only  is  each  stockholder,  each  depositor  and  each  real 
estate  owner  vitally  interested  from  the  standpoint  of  invest- 
ment, but  every  person  is  interested  in  the  proportion  of  real 
estate  profits  going  to  the  United  States  Government.  He  or 
she  is  interested  that  the  exactions  shall  not  be  too  great,  that 
they  shall  not  be  discriminatory.  Every  tenant  is  equally  inter- 
ested with  his  landlord  as  to  whether  the  government  appro- 
priates too  great  a  proportion  of  the  rent  paid  in  the  way  of 
income  tax. 

No  field  of  investment  has  enjoyed  more  intensive  activity 
during  the  last  few  years  than  that  of  real  estate.  The  purchase 
of  valuable  properties  is  now  seldom  the  act  of  individuals,  but 
rather  that  of  corporations,  thus  permitting  a  diversified  owner- 
ship. Where  mortgages  of  large  amount  a  few  years  ago  went 
to  insurance  companies  and  savings  banks,  today  these  mort- 
gages run  to  trust  companies  and  mortgage  brokers  of  a  large 
type  as  security  for  thousands  of  bonds  of  relatively  small 
denomination.  Property  becomes  more  and  more  leased,  on  long 
term  leases,  the  owner's  fee  is  trusteed  as  security  for  land  trust 
certificates    of   popular    subscription,    while    the    lessee's    equity, 
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generally  after  improvement  of  the  premises,  is  trusteed  as 
security  for  bonds  of  small  denomination.  Indeed,  very  recently 
a  new  form  of  investment,  namely,  leasehold  trust  certificates, 
has  appeared,  whereb}'  the  lessee's  leasehold  estate  it  trusteed 
for  the  benefit  of  the  owners  of  trust  certificates,  thus  permitting 
such  investors  to  participate  in  any  future  increment  in  the  value 
of  the  property. 

This  splitting  of  lessor's  and  lessee's  estates,  also  frequently 
the  sub-lessee's  estate  of  a  single  parcel  of  land  into  many  parts 
makes  correct  appraisal  methods  of  increasing  importance  to 
thousands  of  investors,  where  in  former  times  such  concerned 
only  a  few. 

It  seems,  then,  that  the  appraisal  of  real  estate  is  the  key- 
stone of  the  industrial,  commercial  and  financial  world.  W  hat 
is  more  fundamental  then  than  more  definite  and  scientific 
methods  in  a  l^ranch  of  knowledge  hitherto  woefully  lacking"  in 
scientific  and  accurate  study? 

Real  estate  constitutes  the  base  of  from  two-thirds  to  four- 
fifths  of  all  local  and  state  revenues  in  the  United  States.  It 
constitutes  directly  and  indirectly  a  very  large  part  of  the  base 
imder  the  federal  inheritance,  federal  income  and  state  inher- 
itance taxes.  The  taxation  of  real  estate  is  by  all  odds  the  most 
important  feature  of  America's  tax  system,  and  yet  the  assessing 
of  real  estate  has  been  given  less  consideration,  is  more  bungled 
and  perfunctorily  administered  than  any  other  function  of  state. 
The  elected  assessor  is  generally  regarded  the  least  important 
officer  on  the  ticket,  the  nominee — any  cripple  needing  a  job.  the 
salary  less  than  that  of  a  common  laborer,  the  position  gener- 
ally at  the  bottom  of  a  partisan  ticket —there  to  take  pot-luck 
with  the  head  of  the  ticket. 

The  taxpayer  is,  usually,  little  concerned  with  the  equities 
of  the  tax  burden  or  the  administration  thereof.  He  is  primarily 
concerned  with  his  own  particular  tax  bill  and  not  at  all  with 
the  other  fellow's  assessment,  totally  oblivious  of  the  fact  that 
where  any  taxpayer  is  favored,  the  other  taxpayer  will  probably 
enjoy  the  same  or  perhaps  greater  immunity,  favor  or  discrim- 
ination, thus  resulting  in  ;in  increase  in  his  own  ])articnlar  tax 
burden. 
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This  unconcern  of  the  taxpayer  with  the  general  problem 
permits  assessing  in  a  haphazard,  hit  and  miss,  guess  method. 
The  taxpayer,  knowing  of  no  system  or  of  the  employment  of 
uniform  methods,  strikes  out  blindly  against  the  assessor  and 
seeks  avoidance  of  his  tax  burden  through  under-assessments  or 
abatements.  Where  no  system  is  employed  great  opportunity 
for  graft  and  corruption  with  little  chance  of  detection  is 
afforded  and  favoritism  prevails.  "(Government  by  men  and  not 
by  law"  is  instituted. 

The  steadily  mounting  tax  rates  and  tax  burden,  however, 
is  awakening  taxpayers,  landlords  and  tenants  to  the  need  for 
closer  attention  to  this  most  vital  function  of  government.  Dis- 
criminating, inequitable  assessments  become  doubly  odious  as 
the  tax  burden  increases. 

To  secure  results,  there  should  be  substituted  system  instead 
of  caprice,  standards  in  place  of  guesses.  There  should  be  in- 
stilled in  the  minds  of  taxpayers  the  fact  that  real  estate  assess- 
ing involves  a  co-operative  and  civic  duty  rather  than  the  exer- 
cise of  an  autocratic  function  by  the  assessor,  supported  by 
large  outlay  of  pul)lic  funds  as  compensation  to  experts.  In  this 
wav  hundreds  of  thousands  of  dollars  mav  be  saved. 


CHAPTER  2 
WHAT    IS    VALUE? 


Term  has  different  meaning  to  different  persons — The 
different  kinds  of  vahies,  and  what  they  mean — Elements 
which  po  to  make  up  value  such  as  location,  climate  and 
topography — How  ideas  regarding  the  elements  of  value 
often   conflict — A   real   definition   of  value. 


To  the  layniati  value  means  exclian^e  value.  Hut  the  term 
value  has  ditYerent  meaniniv.s  to  different  persons.  The  assessor, 
the  owner,  the  corporation,  the  accountant,  all  split  hairs  as  to 
the  concept  of  "value."  So  we  find  in  full  usai;e  the  terms  full 
value,  market  value,  fair  market  value,  real  value,  cash  value, 
full  cash  value,  fair  value,  fair  cash  value,  and  true  value.  These 
terms  are  sometimes  defined  by  the  constitution  or  statutes  of 
the  state,  sometimes  fixed  by  custom  or  judicial  interpretation 
so  that  in  some  states  they  have  come  to  mean  perhaps  a  30,  40 
or  50  per  cent  appraisal  (if  the  exchangee  value.  The  exact  siq;- 
nificance  of  these  terms,  whether  they  are  designed  to  limit  the 
full  exchange  value  or  intended  to  vouchsafe  and  guarantee  a 
full  exchange  value  assessment  must  be  sought  in  the  judicial 
interpretation  of  each  state.  In  New  York  State  the  Surrogate's 
Court  in  \\'estchester  County  in  the  case  of  In  Re  Dupignac's 
Mstate,  Volume  204,  N.  V.  Supplement,  Page  273,  it  was  held 
that  the  terms  "clear  market  value,"  "fair  market  value."  and 
"cash  value,"  as  used  in  tax  law,  paragraph  220,  subdivision  8, 
and  sections  230  and  231,  relating  to  transfer  tax.  were  equiva- 
lent and  synonymous  terms;  "cash  value"  means  actual  value, 
"market  value"  meaning  the  price  which  property  will  command 
in  the  market,  and  "clear  market  value"  meaning  open  and 
honest  market  value. 

Accountants  differentiate  book  \alue  from  market  value, 
particularly  of  shares  of  stock  or  bonds  represented  by  balance 
sheet  figures  of  corporations  or  other  business  concerns.  Book 
A'alue  is  that  value  of  inventories  and  other  assets  carried  on  the 
books  of  the  owning  corporation.     The   market   value  of  any- 
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thing  is  a  price  fixed  by  purchases  and  sales  in  the  market. 
Accountants  speak  of  a  "going  concern"  Aalue.  which  means 
that  the  assets  are  worth  a  particular  amount  while  the  concern 
operates.  A  liquidation  value  is  that  value  resulting  from  a 
discontinuance  of  the  business  of  the  company. 

Realtors  speak  of  real  or  economic  value  or  intrinsic  value 
as  compared  with  speculative  value.  The  real  value  of  real 
estate  is  the  money  price  which  it  will  sell  for  in  the  open 
market  in  the  particular  locality.  The  economic  value  is  that 
value  resulting  from  a  capitalization  of  the  annual  net  income 
of  property.  It  is  important  that  the  rent  for  which  the  prem- 
ises might  be  leased  is  to  be  capitalized.  The  actual  rental  being- 
paid  may  be  too  low.  For  example,  the  tenant  may  be  paying 
under  a  lease  executed  10  years  ago  when  the  scale  of  rents  was 
much  lower. 

The  phrase,  economic  value,  is  generally  used  with  reference 
to  improved  real  estate,  as  the  economic  value  of  vacant  land 
cannot  exactly  or  with  any  degree  of  certainty  be  segregated 
from  the  exchange  value.  The  economic  value  of  vacant  prop- 
erty would  involve  speculation  as  to  the  cost  of  a  building  suit- 
able to  the  site,  securing  a  tenant  on  the  usual  terms,  and  then 
arriving  at  the  net  rent  after  deduction  of  the  usual  charges  for 
investment,  maintenance,  repairs,  depreciation,  management, 
vacancies,  etc.  A  capitalization  of  the  net  rent  at  a  suitable  rate 
would  show  the  economic  value  of  the  vacant  land.  The  "in- 
trinsic" value  is  a  term  usually  synonymous  with  "economic" 
value.  Speculative  value  may  be  defined  as  the  dififerencc  be- 
tween the  exchange  and  economic  value. 

Value,  so  far  as  this  work  is  concerned,  j^ertains  to  exchange 
value,  that  is,  a  price  at  which  an  owner  is  willing  to  sell  who 
does  not  have  to  sell  to  a  buyer  who  is  willing  to  buy  but  wlv 
floes  not  have  to  buy.  The  appraiser  who  appraises  on  records 
of  sales  and  leases  simply  finds  it  impossible  to  separate  specu- 
lative from  exchange  value,  as  values  of  real  and.  more  so,  of 
personal  property  contain  some  element  of  speculation.  This  is 
especially  evident  of  late  years  in  the  stock  and  bond  market, 
where  within  a  period  of  a  few  months  there  is  noted  a  reduction 
cr  addition  of  billions  of  dollars  in  aggregate  valuation  of  stocks 
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and  bonds.  It  must  be  perfectly  obvious  that  these  values  are 
largely  speculative.  The  same  thing  holds  true  as  to  all  intangi- 
ble personal  property  values.  For  example,  in  the  fall  of  1920 
inventories  dropped  billions  of  dollars  as  compared  with  early 
1920  values.  Any  attempt  to  transmute  exchange  value  into 
utility  value,  intrinsic  value,  real  value  or  speculative  value  in- 
Nolves  the  study  of  philosophy  and  metaphysics  in  the  realm  of 
idealism  and  materialism.  F.specially  in  the  subject  of  real  estate 
will  there  be  violent  resentment  by  dealers  or  owners  against 
theorizing  the  market  into  abstractions. 

Some  realtors  and  accountants  fix  dififerent  values  as  the 
basis  for  stock  and  bond  issues,  for  purchase  purposes,  for  cost 
accounting  or  income  or  general  tax  purposes.  \\  itii  tliese 
theories  of  a  dififerent  valuation  according  to  the  color  of  the  eye 
'of  a  client  one  has  little  sympathy.  These  fifty-seven  varieties 
of  appraisal,  to  suit  the  purchaser  or  seller  or  bond  or  stock 
issuing  corporation,  etc.,  are  not  calculated  to  elevate  the  pro- 
fession. Nothing  more  nauseates  an  owner  than  to  discover 
dififerent  appraisals  of  the  same  real  estate  for  dififerent  purposes 
by  the  same  appraiser.  By  this  practice  realtors,  assessors  and 
accountants  lose  the  confidence  of  the  public  and  invalidate  the 
credibility  of  their  work. 

Some  a])praisers  attempt  to  dififerentiate  l)et\veen  true  value 
and  gouif/  co>icer}i  value.  It  is  held  that  the  value  of  industrial 
or  other  business  property  is  dififerent  when  used  by  a  live, 
profitable  concern.  While  (jobig  concern  'iVliie  is  a  proper  sub- 
ject for  consideration,  in  the  case  of  public  utilities,  where  com 
parison  with  sales  may  not  be  available  and  where  no  market 
may  be  discovered  and  where  \alue  may  be  found  in  a  capitali- 
zation of  net  earnings,  in  otlier  cases,  where  the  land  and  im- 
provements may  be  du])licated,  such  going  concern  'i'aliie  is  not 
a  proper  subject  of  inf|uir\.  'I'he  value  of  an  improved  site  can 
never  be  worth  more  than  a  capitalization  of  its  present  and 
potential  earnings,  limited  only  by  the  cost  of  buying  a  similar 
site  and  replacing  the  improvement.  It  can  not  exceed  the  latter, 
regardless  of  its  use.  (See  Cedar  Point  Resort  Co.  v.  Nuhn. 
Treas..  12  O.  L.  K.  440;  also  Long  v,  r.-ii^er  Co..  900  O.  S.  4'.S.  i 

The  stereotyped  analysis  of  land   \alue  factt)rs  are  climate. 
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iertility,  location  and  topography.  It  is  sugi^ested  by  one  writer 
that  there  should  be  added  other  factors,  such  as  energy,  char- 
acter, ci\ic  improvements  and  good  roads,  but  he  evidently  had 
distinctly  in  mind  farm  land  values.  It  will  be  noted  that  prox- 
imity to  markets  or  transportation  facilities,  except  through  the 
concept  of  good  roads,  was  not  emphasized,  although  this  is  one 
of  the  greatest  factors  of  value — making,  remaking  or  breaking 
land  values  in  cities  and  country.  Other  land  value  factors 
usually  mentioned  are  parks,  boulevards,  cheap  and  good  trans- 
portation, good  schools,  cheap  telegraph  and  telephone  systems, 
good  hospitals,  free  libraries,  well  paved  streets  and  more  impor- 
tant— good,  free  drinking  water  and  well-drained  sewers. 

One  has  little  sympathy  with  any  attempt  to  enumerate 
land  value  factors.  They  are  too  numerous  to  mention.  Then, 
too,  what  creates  value  to  one  person  destroys  value  to  another. 
For  example,  the  assessor  of  real  estate  early  in  his  career  learns 

1.  That  a  very  wide  street  reduces  values  because 
pedestrians  will  not  cross  it.  That  a  very  narrow  street 
reduces  values. 

2.  That  heavy  pedestrian  traffic  without  buying 
capacity  is  not  a  criterion — That  a  large  traffic  of  credit- 
buying  jnirchasers  is  not  to  be  considered. 

3.  Income  should  be  the  basis  for  assessment 
(where  the  income  is  small) — That  income  should  not 
be  the  basis  (where  the  income  is  great),  such  as  thea- 
tres, drug  stores,  restaurants.  5  iS:  10c  stores,  etc. 

4.  1  hat  property  should  be  depreciated  when  a 
church  is  your  neighbor — Where  no  church  is  nearby, 
property  should  be  depreciated. 

5.  'i'hat  property  should  be  dei)reciated  where 
there  is  a  police  or  hre-engine  station  next  door.  \\  hen 
there  is  no  jiolice  or  fire-engine  station  nearby  it  should 
be   depreciated. 

6.  A  dee])  lot  is  worth  nc»  UKjre  than  a  shallow  lot. 
that  a   shallow  lot  is  worthless  because  it   is  not  deep. 

7.  That  pi'operty  is  worth  less  because  it  is  re- 
stricted— That  i)roi)erty  is  worth  less  if  not  restricted. 
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S.  No  haiikiiii;  facilities  clci)rcciatc  business  jMop- 
crty — Bank  buildinj^s.  beinij:  dark  and  gloomy  nnu-li  of 
the  day  and  night,  depreciate  neighboring  property. 

The  Rhode  Island  Supreme  (.ourt  was  recently  called  upon 
to  define  what  constitutes  "value"  under  a  long  term  lease  ot 
land  wherein  the  lessee  contracted  to  build  a  theatre  and  at  the 
expiration  of  the  lease  the  lessor  was  bound  to  ])urchase  the 
building  at  a  '"value"  to  be  fixed  by  api)raisal.  No  particular 
kind  of  \alue  was  designated  in  the  lease.  The  court  in  con- 
struing the  case  found  what  the  part\-  intended  to  get  at  was 
not  the  market  value,  nor  the  cost,  but  the  sound  value  of  the 
building  on  the  basis  of  cost  of  reproduction  less  depreciation. 

The  courts  ha\e  frequently  been  called  upon  to  Hx  elements 
of  real  estate  value  in  i)ublic  utility  rate  fixing  and  control  cases. 
Very  seldom  have  courts  been  called  upon  to  determine  the 
elements  of  factors  of  land  value  only.  These  have  to  do.  rather, 
with  the  \alue  of  land  and  improvement  jointly. 

The  \alue  of  land  may  generall}'  be  found  by  comparison 
with  the  cost  of  secm-ing  or  from  sales  of  similar  proi)erty  in  the 
neighborhood.  When  we  come  to  the  \alue  of  an  imj^rovement. 
however,  we  hnd  cost  of  re])roduction  less  depreciation  has  re- 
ceived substantial  support  1)\  the  courts  as  a  fairly  ec|uitable 
standard,  although  this  method  has  been  subordinated  by  the 
courts  to  "market  \alue"  in  rent  control  cases.  (  Hall  Realty 
Co.  V.  Moos.  192  X.  ^'.  .x>0.  at  .x^5  (1922);  F.  H.  Smith  Co.  v. 
V^erzi,  290  Fed.  338  (1923).) 

Mowe\cr.  in  arrixing  at  the  fair  "niarket  value"  the  courts 
have  admitted  exidence  bearing  on  almost  every  conceivable 
factor,  including  the  cost  of  reproduction.  They  ha\  e  admitted 
e\idence  bearing  upon   the  following  factors" 

1.  Investment. 

(a)  Original  cost   and  additions. 

(b)  Furchase  jirice. 

2.  Cost  of  rejjroduction. 

3.  Fee  and  rental  value. 

4.  Assessed  value. 

."^.  Bona  fide  sales  value  L)f  similar  property  in  the 
\  icinity. 


28       PRINCIPLES  OF  REAL  ESTATE  APPRAISING 

6.  Design  and  facilities  of  buildings. 

7.  Location  with  respect  to  purpose  for  which  it 
was  used.  (See  following  cases :  Karrick  v.  Cantrill, 
277  Fed.  578  (1922);  Forster  v.  Eliot,  282  Fed.  735; 
Hirsch  V.  Weiner,  190  N.  Y.  S.  Ill  (1921)  ;  Hall  Realty 
Co.  V.  Moos,  192  N.  Y.  S.  530  (1922).) 

The  Karrick  v.  Cantrill  case  is  of  special  importance  in  that 
the  court  admitted  evidence  and  gave  consideration  to  the  crtst 
of  the  building  as  bearing  on  the  market  value,  although  ordi- 
narily such  would  not  be  the  case.  Tn  that  case,  it  was  held 
that  the  cost  might  be  considered  equivalent  to  the  market  value 
because  of  the  newness  of  the  building. 

After  all  is  said  and  done  as  to  the  factors  creating  values, 

the  value  of  land  (omitting  a  metaphysical  discussion)  is  nicrelv 

the  sum  for  which  a  piece  of  property  will  sell,  the  price  it  will 

bring  in  the  open  market  to  be  paid  by  a  willing  buyer  from  a 

willing  seller.     Such  selling  price  involves  hundreds  of  factors. 

\    No   attempt   will   be    made    to   enumerate   them.      Three    major 

5    factors,  however,  so  greatly  directly  influence   and  control  the 

'■   selling  value  of  land  as  to  justify  a  l)rief  examination  of  their 

i  offset.     These   are  interest,  taxes,  and   business  conditions. 

INTEREST  RATE  A  FACTOR  OF  VALUE 

Perhaps  no  factor  is  so  clear  in  affecting  the  value  of  lands 
as  the  interest  rate  of  money.  For  example,  if  money  for 
investment  purposes  in  land  is  worth  4  per  cent  and  if  in  the 
ordinary  course  of  events  and  in  the  usual  way  of  doing  busi- 
ness $40.00  per  annum  can  be  made  out  of  a  piece  of  land,  then 
it  will  be  worth  $1000.  Formula  :  $40.00  is  4  per  cent  of  v/hat 
number?  If  the  market  rate  of  money  is  6  per  cent,  then  it 
would  be  worth  $666.66.  In  another  chapter  the  proper  rate  for 
capitalization  purposes  is  given  further  consideration. 

It  will  be  asked  what  controls  the  rate  of  interest.  This  is 
fixed  by  the  market  rate  of  money  in  industry  and  finance.  As 
the  money  rate  in  those  fields  goes  up,  mortgages  will  tend  to 
follow  the  same  rate  and  sooner  or  later  values  will  follow  the 
mortgage  rate.  The  value  of  real  estate  tends  ever  towards  a 
capitalization,  at  the  existing  market  rate  of  money,  of  the  profits 
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tliat  may  be  made  out  of  the  parcel.  When  business  is  j^jood.  the 
landlord  may  demand  greater  rental ;  then  the  advancing  rental 
becomes  capitalized  by  the  high  rate  prevalent  when  business 
thrives.  When  in  addition  to  existing  or  potential  rents,  the 
owner  from  past  experience  is  reasonably  certain  that  the  site  i.? 
going'  to  increase  in  value,  then  an  additional  price  is  demanded 
and  the  buyer  gladly  pays  something  additional  by  way  of  spec- 
ulation. So  with  farm  property.  For  scxeral  decades  farm 
\alues  have  increased  in  value.  Hence  farmers  seek  part  of  the 
l)rospective  increase  in  values,  even  in  case  where  profits  arc 
nieagcr  for  the  time  being.  Rarely  do  farmers  sell  on  a  capitali 
/ation  of  their  economic  rent. 

The  efifect  of  the  market  rate  of  money  is  not  immediately 
apparent  because  owners  are  not  so  immediately  cognizant  of 
the  efifect  of  the  interest  rate  of  money  and  therefore  keep  asking 
the  same  price  for  their  property.  It  is  also  not  so  immediately 
evident  because  similar  land  in  the  same  neighborhood  is  not 
sold  in  the  open  market  sufficiently  to  give  a  market  value  to  any 
particular  piece  of  land.  In  other  words,  the  movement  of  land 
values  is  a  slow  one — slower  than  that  of  commodities. 

Still  another  reason  is  that  much  land  is  usually  leased  for 
a  period  of  years,  sometimes  5,  10  or  15  years.  The  owner 
during  this  tenancy  gets  a  fixed  rental  irrespective  of  the  state 
of  industry  and  commerce,  or  of  interest  rate.  He  is  therefore 
little  concerned  with  temporary-  changes  occurring  during  such 
tenancy.  His  fixed  rentals  allow  of  no  increase  or  elasticity. 
To  all  intents  and  purposes  as  to  him.  the  value  is  stationary. 

When  the  property  is  adequately  improved,  when  it  is 
properly  used  and  managed,  the  net  rentals  may  be  capitalized  to 
secure  the  capital  value  of  the  property.  Where  the  rights  of 
lessor  and  lessee  are  definitely  fixed  for  99  years  and  the  rental 
is  definite,  capitalization  alone  may  be  resorted  to  to  arrive  at 
the  value  of  the  lessor's  estate.  As  to  improved  property  suit- 
ably located  and  adequately  used,  it  constitutes  one  of  the  best 
methods  for  checking  u])  tlu'  appraiser's  opinion. 

But  it  is  extremely  important  that  the  proper  rate  be  used. 
For  example,  if  a  rental  of  $6000  per  annum  is  used,  a  capitali- 
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zatinn  at  4  pt^v  cent  would  create  a  \'alue  of  $150,000;  at  5  per 
cent,  $120,000;  at  6  per  cent,,  $100,000,  and  at  7  per  cent,  $85,714. 

Mr.  Richard  M.  Iliird  states  in  his  "Principles  of  City  Land 
\'alues."  1913:  "The  rate  of  capitalization  turning  income  into 
A'alue,  is  based  on  the  averag'e  interest  rates  of  all  investments 
and  fluctuates  with  them,  although  within  closer  limits  and  more 
slowly." 

"In  general,  the  larger  the  city  and  the  higher  the  class  of 
property,  the  greater  the  stability  of  rents,  and  ease  of  converti- 
Ijility  and  the  lower  the  rate  of  capitalization." 

"As  capitalization  rates  \'ary  with  securities.  Government 
bonds  selling  below  a  2  per  cent  l)asis,  railroad  bonds  and  stocks 
on  a  3^  to  5  per  cent  basis,  so  the  rates  of  capitalization  of 
urban  rents  vary  from  4  per  cent  for  the  highest  class  of  property 
in  the  largest  cities,  to  5  per  cent  and  6  per  cent  for  second-class 
property  in  the  same  cities,  or  for  first-class  proj^erty  in  smaller 
cities,  7  per  cent,  <S  per  cent  and  10  per  cent  for  tenements  in 
the  largest  cities,  and  12  per  cent  to  15  per  cent  for  temporary 
utilization  or  disreputable  purposes  in  the  smaller  cities."  Un- 
less these  principles  are  firmly  kept  in  mind  many  \alues  from 
known  leases  with  fixed  rentals  Avill  appear  debatable. 

The  rate  to  be  em])loyed  depends  from  year  to  ^-ear  on  the 
market  rate  of  money  in  the  particular  localit}'.  For  a  number 
of  years  up  to  the  signing  of  the  armistice,  money  rates  were 
stiffening.  Leases  were  eiTected  quite  commonl\'  fifteen  years 
ago.  when  call  money  brought  2  per  cent  on  a  4  per  cent  base  in 
the  larger  cities.  Rentals  in  long-time  leases  were  negotiated 
at  4  per  cent  on  the  assumed  value  of  the  land,  especially  as  to 
re-appraisal  leases.  Leases  of  New  York  land  of  the  Astor  estate 
provide  a  5  per  cent  re-a]i])raiscd  rate.  Gradually  in  conformity 
with  the  market  rate  of  money  and  the  profitableness  of  other 
investments,  the  rate  stiffened  until  sometime  in  l'>21,  when 
rates  began  to  soften.  Municipal  l)onds.  selling  during  the  war 
f»n  a  6  per  cent  basis  are  now  fre(|nentl\'  selling  for  4'{'  per  cent, 
while  first-class  railroad  bonds  ha\e  recently  been  floated  ;il  4'^^' 
per  cent.  U.  S.  Government  bonds  selling  in  the  open  market 
in  1920  to  yield  6  and  even  7  ])er  cent  are  now  selling  to  yield 
4  per  cent,  or  lower. 
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During  the  year  1922,  the  Terniinal  Ijiiiltliii.^  Company  ol 
Clexeland  bought  the  fees  of  t\vent\-  or  more  properties  fmni  the 
owners,  whicli  fees  were  subject  to  lon.^-time  leases.  The  price 
paid  for  these  properties  showed  that  the  average  rental  was 
capitalized  on  an  a\erage  basis  of  4.S()  per  cent.  It  should  l)e 
borne  in  mind  that  this  was  during  the  year  1''22,  when  interest 
rates   were  relati\el\'   low. 

A  number  (jf  railroads  are  leased  to  operating^  companies  on 
lotii^-time  leases,  in  some  cases  for  99*)  years;  in  others  during 
the  lessee's  charter.  In  these  cases,  the  lessor  comi)anies  leased 
all  of  their  assets  which  rejiresented  only  real  estate.  St<jcks  of 
lessor  companies  therefore  represent  ])arts  of  the  ownership  of 
the  fee  sul)ject  to  long-term  lease  on  a  I'lxed  annual  rental.  W  hat 
these  stocks  sell  for  in  the  New  \'ork  stock  market  ought  there- 
fcjre  to  reflect  the  rate  of  capitalization  for  long-term  leases  to 
secure  the  \alue  of  a  lessor's  estate.  In  I'US  ten  of  the  leading' 
stocks  of  this  character  were  scjld  on  an  a\'erage  basis  of  6  per 
cent.  I'hese  same  stocks  averaged  about  SVj  per  cent  in  T^ily. 
1')23.  although  stock  in  the  l)est  railrcjad  companies  sold  on  a 
5  per  cent  basis. 

The  United  States  Department  of  Agriculture,  Bureau  of 
•  Vgricultural  Economics  (l')25).  in  a  study  as  to  the  relative  tax 
l)urden  of  farms  and  other  proi)erty,  ca])italize  net  earnings  of 
city  and  farm  pro])erty  at  6  ])er  cent  for  the  purpose  of  arriving 
at  the  capital  \alue. 

Not  onl\'  does  the  rate  of  ca])italization  of  rentals  depend 
on  the  market  rate  cjf  money,  which  is  lower  in  the  older  luiro- 
l>ean  creditor  nations,  but  it  also  dei)en(ls  on  the  location  of  the 
property.  In  the  down-town  section  of  a  growing  city,  wdiere 
land  ^'alues  are  almost  sure  t(»  increase,  investors  feel  they  take 
less  risk  and  therefore  are  willing  to  take  a  lower  rate.  On  the 
other  hand,  in  outlying  districts  of  such  growing  citv.  or  in  a 
stagnant  cit\-  or  in  neighl)orhoo(ls  growing  slowdv  or  jjcrhajis 
retrogressing  or  in  smaller  villages,  a  higher  rate  will  be  de- 
manded. A  nund)er  of  leases  ha\ c  been  effected  in  Cleveland 
on  a  7  ]jer  cent  basis  of  the  \alualion  in  outlying  sections  while 
property  in  the  down-town  district  is  leased  on  a  lower  basis, 
with  government  and  high-grade  railroad  securities  selling  at  a 
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basis  of  about  4j/2  per  cent.  The  market  in  the  particular  city 
for  that  particular  localit}^  must  govern  the  rate  of  capitalization. 
As  stated  before,  the  rate  of  capitalization  is  a  local  matter 
depending-  on  local  custom  as  well  as  the  market  rate  of  money. 
For  instance,  in  Boston,  down-town  owners  of  realty  are  satis- 
fied with  a  4  per  cent  return ;  in  Dallas,  Houston,  Oklahoma 
City  and  the  Southwest  8  per  cent;  in  St.  Louis  5^  per  cent;  in 
Chicago  5  per  cent;  in  Atlanta.  Birmingham  and  the, Southwest 
5y2  to  6  per  cent;  in  St.  Paul.  Minneapolis  and  the  Northwest 
6  per  cent. 

For  purposes  of  convenience  and  average,  a  rate  of  6  per 
cent  is  herein  uniformly  used  in  the  illustrations  except  where 
otherwise  indicated. 

In  some  states,  as  in  Ohio,  the  law  of  appraisal  of  succes- 
sions specifically  provides  for  a  rate  of  5  per  cent  to  he  used  in 
liguring  any  interest  and  estate.  Section  5342  of  the  General 
Code  of  Ohio  provides  as  follo\vs : 

"The  value  of  a  future  or  limited  estate,  income, 
interest  or  annuity  for  any  life  or  lives  in  being,  or  of 
any  dower  interest  or  other  estate  or  interest  upon 
which  any  estate  or  interest  the  succession  to  which  is 
taxable  under  this  chapter  is  limited,  shall  be  deter- 
mined by  the  rule,  method  and  standard  of  mortality 
and  value  employed  by  the  superintendent  of  insurance 
in  ascertaining-  the  value  of  annuities  for  the  determina- 
tion of  liabilities  of  life  insurance  companies,  except 
that  the  rate  of  interest  shall  be  five  per  centum  per 
annum." 

There  is  grave  doubt  whether  this  provision  in  Ohio  and  in 
states  with  similar  provisions,  does  not  foreclose  any  discre- 
tion in  the  use  of  a  capitalizing  rate  in  calculating  capital  values 
for  inheritance  tax  purpose.  Certain  descriminations  are  evident 
in  liguring  dower  and  remainder  estates  on  a  5  per  cent  basis  and 
then  capitalizing  leasehold  estates  at  another  rate.  For  example, 
where  the  estate  owns  a  leasehold  enjoying  a  rental  of  $15,000, 
if  this  is  capitalized  at  6  per  cent,  it  produces  a  \alue  of  .$2.S0,000. 
For    distribution    j)urposes,    the    capit;il    \alue    is    arrixed    at    by 
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annuity  tables  based  on  a  5  per  cent  rental  of  this  capital  value, 
making:  $12,500,  whereas  the  actual  rental  is  $15,000,  causing  a 
loss  to  the  state  of  $50,000  in  assessment.  In  a  very  recent  suc- 
cession case,  unreported,  before  the  Probate  Judge  of  Cuyahoga 
County,  he  expressed  the  opinion  that  leases  should  be  capital- 
ized at  5  per  cent,  wliicii  may  therefore  become  the  prevailing 
rate.  W^hatever  may  be  the  law  in  such  cases,  the  capital  value 
is  fixed  by  the  markets  from  time  to  time.  Xo  fixed  pre- 
determined rate  will  control. 

On  the  other  hand,  it  may  be  found  that  the  legislature  in 
some  states  has  determined  the  rate  of  capitalization  by  statute 
ft>r  the  purposes  of  taxation.  For  example,  the  legislature  in 
the  State  of  Ohio  under  .Section  5330  G.  C.  has  provided  that 
public  lands  under  lease  for  a  term  of  years  renewable  forever 
shall  be  regarded  for  all  purposes  of  taxation  as  the  property  of 
lessees  and  shall  be  assessed  in  their  names.  The  legislature  has 
further  provided  that : 

"In  determining  the  value  for  purposes  of  taxation 
of  such  leasehold  interest,  the  true  value  in  money  of 
the  land  shall  l)e  ascertained,  the  annual  rent  reserved 
in  the  lease  shall  be  capitalized  on  a  6  per  cent  basis  and 
that  sum  deducted  from  the  true  \alue  of  the  land  in 
money;  the  result  so  obtained  plus  the  value  of  all  im- 
provements on  such  land  shall  l)e  the  ai)]M-aised  ta.xable 
value  of  such  leasehold  interest." 

The  statute  therefore  lends  sanction  to  the  use  of  a  6  per  cent 
basis  of  capitalizing  rentals. 

In  this  connection,  it  is  also  interesting  to  note  that  the  laws 
of  Maryland  now  provide  that  leases  for  residential  property  for 
a  longer  term  than  fifteen  years  are  redeemable  after  ti\e  vears  at 
the  option  of  the  lessee  and  without  the  consent  of  the  lessor, 
the  consideration  being  determined  by  capitalization  of  rent  at 
a  rate  of  6  per  cent. 

The  theory  of  capitalization  is  that  a  thing  is  wi)rth  what 
it  will  anmiall\  ])ro(luce.  'I'o  authorize  such  deductions  of  value 
it  must  be  assumed.  howe\er,  that  the  income  is  permanent.  For 
example,  the  value  of  an  oil  or  gas  well  ma\'  not  be  arrived  at 
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by  capitalizing  the  income  at  any  rate  per  cent.  The  flow  is 
uncertain.  If  the  flow  were  constant  and  for  a  definite  period  of 
time,  it  might  be  capitalized  at  such  rate  as  would  insure  the 
return  of  the  investment  plus  the  market  rate  of  money.  Short 
term  leases  such  as  20,  30,  40  or  50  years  must  be  appraised  on 
the  present  worth  of  an  annuity.  So.  when  long-time  leases  still 
have  short  periods  to  run,  such  as  20  to  50  years,  they  should  be 
calculated  as  the  present  worth  of  an  annuity  for  such  period 
of  time. 


CHAPTER  3 

LAND  VALUES  AFFECTED  BY  THE  STATE  OF 
BUSINESS   AND    BY   TAXES 


Lalxn"   and    huildiiij-    costs   affect    values— I  Idw    imuli    ol    in 
creased   land  values  should  be   considered   as   profit? — How 
taxes   affect   capital   value— A    novel   suggestion    for   regulat- 
ing taxes — Oilier  factors  of  value — Plottage. 


Condition  of  general  business  is  the  main  factor  of  land 
value.  When  business  is  .good,  merchants  enjoy  prosperity. 
Merchants  compete  iov  sites,  offer  higher  rentals  and  values 
move  up.  When  business  declines,  some  merchants  fail  and 
sites  then  compete  with  each  other  for  tenants. 

Nothing-  so  directly  affects  values  as  the  cost  of  building 
and  cost  of  labor.  When  labor  becomes  less  efficient,  wiien 
prices  qfj3ui]ding^  material  are  forced  up,  these  forces  impose  a 
tax  or  enjoy  a  mortgage,  figuratively  speaking,  on  land  values. 
When  buildings  cost  more  money  than  usual,  their  construction 
is  delayed,  the  tax  charge  on  the  vacant  land  continues  and 
necessarily  reduces  the  prospective  profit  on  such  land.  Owners 
are  therefore  more  inclined  to  seek  buyers.  On  the  other  hand, 
when  buildings  cost  less,  owners  desire  to  improve,  hesitate  to 
sell  and  land  values  go  up. 

There  is  a  tendency  for  land  values  to  find  a  level  with  busi- 
ness values.  There  is  a  constant  ebb  and  flow  of  funds  from  one 
form  of  investment  to  another,  seeking  the  best  and  safest 
^return.  Land  in\estments,  business  inxestments.  in\estmcnts  in 
|)ul)lic  and  private  bonds,  preferred  and  common  stocks,  mort- 
gages, credits,  etc. — there  is  a  constant  How  from  each  iiuest- 
ment  to  the  other.  A  chang(>  of  a  fraction  of  a  per  cent  profit 
is  frequently  enough  to  change  an  owner's  investment,  all  ele- 
ments such  as  safety,  licpiidity,  marketability,  imnuinity  froiu 
taxes,  rate  of  return  being  considered.  Whatever  affects  any  one 
of  these  fields  of  investment,  .'ifl'ects  all. 
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Some  people  assume  because  an  occasional  investment  in 
land  has  proven  profitable  that  all  are  profitable.  This  is  no 
more  true  in  land  value  investments  than  in  other  investments. 
If  every  investment  therein  were  profitable,  the  business  would 
be  overdone.  There  are  losses  as  well  as  gains  resulting  from 
speculation  in  land.  It  is  this  continual  study  of  the  pros- 
pective gains  and  losses  in  manufacturing,  mining,  transpor- 
tation, financial,  commercial  and  land  investments  within 
which  there  is  a  free  and  open  market  which  may  be  said  to 
stabilize  profits  as  to  each  other.  Each  acts  and  reacts  on  the 
other.  There  can  be  no  change  of  profit  or  loss  as  to  one  without 
sooner  or  later  aflfecting  the  other. 

Recently  a  careful  study  was  made  of  the  great  increase  of 
land  values  of  Cuyahoga  County,  containing  the  City  of  Cleve- 
land, together  with  several  other  adjacent  cities,  twenty  villages 
and  fifteen  townships.  The  inquiry  Avas  as  to  what  extent  a 
buyer  in  1911  at  the  assessed  value  of  all  the  property  in  the 
county  would  have  profited,  assuming  the  land  had  not  been 
used.  The  1911  land  values  of  Cuyahoga  County  were  $340,985.- 
580;  the  1920  land  values  were  $857,817,740.  shoAving  an  increase 
of  $516,832,160,  or  15  per  cent  per  annum.  How  much  of  the 
increase  should  be  considered  profit?    To  get  at  the  real  margin 

(  \  of  profit,  the  carrying  charges  should  be  deducted  from  the  gross^ 
increase.  Assuming  that  money  during  the  war  decade  could 
have  been  borrowed  on  unimproved  land  at  7  per  cent  and  that 
compounded  annually,  then  in  10  years  interest  charges  thereon 
would  have  amounted  to  approximately  $330,000,000.  The  gen- 
eial  taxes  with  interest  were  approximately  $96. .500.000  and  the 
special  improvements  with  interest  assessed  against  the  lan<l 
were  approximately  $36,.500,000.  The  interest,  taxes  and  special 
assessments,  therefore,  would  aggregate  $463,000,000.  leaving  a 
net  profit  of  only  $54,000,000  or  less  than  1.6  per  cent  per  year.- 
.'Vt  first  blush,  the  apparent  15  percent  annual  increase  of  land 

•  values  over  a  period  of  years  seems  phenomenal,  but  when  carry- 

ing charges  are  considered  and  the  net  profit  proves  to  be  but 
1.6  per  cent  a  year,  the  rainbow   fades  away. 

To  realize  an  abnormal  profit  <>n  land,  it  is  necessary  to  put 
the  land  to  use  and  receive  a  rental.     Vacant  property,  except 
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under  exceptional  circutnstanccs,  may  involve  deficits  as  well  as 
gains. 

EFFECT  OF  TAXES  ON  CAPITAL  VALUE 

The  effect  of  a  higher  or  lower  capitalization  rate  in  trans- 
muting net  income  to  capital  value  has  been  given  some  con- 
sideration. In  addition  to  the  capitalization  rate,  we  must  con- 
sider the  effect  of  higher  or  lower  taxes  on  such  value.  Every 
owner  knows  that  the  increase  of  taxes,  all  other  things  being 
equal,  decreases  net  income  and  reduces  thereby  the  capital 
value.  And  vice  versa,  the  reduction  of  taxes  increases  net 
income  and  increases  the  capital  value,  all  other  things  being 
equal. 

The  question  frequently  arising  to  an  owner  i.s — "How  much 
will  an  increased  tax  rate  affect  a  given  parcel's  value?"  As- 
suming that  a  certain  improved  parcel  bring-s  in  $750  annual 
rent  for  the  use  of  the  land  and  that  the  market  rate  of  money 
for  land  investments  is  5  per  cent,  that  the  owner  pays  the  tax 
equivalent  to  $2.50  per  $100  of  assessment,  that  the  property  is 
assessed  at  100  per  cent,  we  have  the  query :  What  is  the  land 
worth?  The  formula  would  be  $750  divided  by  7.5  per  cent 
(5  per  cent  investment  and  $2.50  tax  rate)  equals  $10,')00. 

Let  us  assume  that  the  tax  rate  is  increased  to  5  per  cent, 
other  conditions  remaining  the  same.  We  have  then  the  formula : 
$750  divided  by  10  per  cent,  equals  a  valuation  of  $7500.  in 
other  words,  an  increase  of  tax  rate  from  $2.50  per  $100  valuation 
to  $5.00  per  $100  reduces  the  capital  value  from  $10,000  to  $7.=;00. 
In  case  the  tax  rate  were  reduced,  for  example,  to  $1.50  per  $100 
valuation,  we  would  have  the  formula  of  $750  divided  by  6.5 
per  cent  equals  $11,538. 

The  foregoing"  assumes  that  the  land  is  assessed  at  full 
value.  Let  it  be  assumed  that  the  land  is  assessed  at  50  per  cent 
of  its  value,  viz.,  $5000.  This  would  involve  a  real  tax  rate  of 
$1.25  per  $100  real  value  where  the  tax  rate  is  $2.50  per  $100 
assessed  valuation.  The  formula  then  would  be — $750  divided 
by  6.25  per  cent  (5  per  cent  interest  and  1.25  per  cent  tax  rate) 
equals  $12,000.  In  the  other  case  of  an  assumed  tax  rate  of  5 
per  cent,  if  the  property  is  assessed  on  a  50  per  cent  basis,  we 
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would  have  a  formula  of  $750  divided  by  7.5  per  cent  (5  per  cent 
interest  and  2.5  per  cent  "real"  tax  rate)  equals  a  capital  value 
of  $10,000.  It  will  thus  be  apparent  that  the  capital  value  de- 
pends upon  the  market  rate  of  money,  on  the  tax  rate,  on  the 
tax  a^ssessment  and  an  assumption  of  the  status  quo  as  to  eco- 
nomic conditions  and  the  existing  taxable  status  of  all  other 
forms  of  property. 

It  is  frequently  urti^ed  that  a  tax  on  personal  property  bene- 
fits land  owners  in  ,e:eneral.  Whether  a  spreading  of  the  tax 
burden  on  a  merchant's  stock  of  merchandise  will  benefit  his 
landlord  is  doubtful.  As  the  merchant  is  required  to  pay  more 
taxes  on  his  personal  pro])ert3',  he  is  less  able  to  realize  a  profit 
and  therefore  the  landlord  may  secure  less.  Hence  the  land 
becomes  worth  less,  by  the  imposition  of  personal  property  taxes 
on  the  merchant  or  manufacturer.  It  is  equally  true  if  the  entire 
tax  is  laid  on  the  land  that  it  becomes  worth  less,  all  other 
things  being  equal.  All  of  which  seems  to  indicate  that  a  tax 
of  any  kind  finally  affects  land  values. 

From  the  foregoing  it  is  evident  to  what  extent  land  values 
are  now  nationalized.  With  the  tax  rate  nearly  $3.00  per  $100 
of  assessment  as  in  New  York  City,  with  profits  tending  towards 
6  per  cent  for  the  landlord,  we  would  have  the  state  a  full  one- 
third  partner.  That  is  to  say,  the  state  gets  one-third  and  the 
owner  two-thirds  of  the  profits,  except  that  the  gains  and  losses 
incident  to  rising  or  falling  of  prices  go  to  the  landlord  subject 
only  to  the  national  income  tax  on  increments. 

So  long  as  the  state  taxes  the  capital  value,  regardless  of 
tax  rate,  there  will  remain  a  capital  value.  For,  as  the  capital 
, value  results  from  a  capitalization  of  the  profit  remaining  after 

I  deducting  taxes,  a  ca])ital    value  will   always   ensue   unless   the 

f  entire  rent  is  taken. 

Single  taxers  of  (alifornia  recently  rectjgnized  that  specula- 
tion would  always  ensue  so  long  as  the  state  would  riot  absorb 
the  entire  rent.  Ilcncc  the}-  ])r()posed  an  amendment  to  the 
state's  constitution,  not  to  tax  land  at  a  different  rate  from  other 
property,  but  to  tax  the  full  annual  rental  of  land  and  to  exem])t 
all  other  forms  of  pro])erty. 
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The  effect  of  a  tax  on  land  values  is  so  well  knonn  that  it 
has  frequently  been  used  for  social  purposes.  In  Canadian  cities 
at  the  present  time,  improvements  are  lar.y;ely  exempted  in  order 
to  place  a  heaxier  burden  on  land  \alues  and  a  lighter  one  on 
iHiildings,  thus  penalizing  the  many  absentee  speculators  ^^•ho 
refuse  to  impro\e  their  proi)erty.  Ohio  in  its  early  history  did 
the  same.  In  Xew  Zealand  a  graded  tax  I)earing"  most  heavily 
on  the  larger  landed  estates  and  more  heavily  on  non-residents 
than  residents  is  still  on  the  statute  books.  In  New  York  and 
New  jersey  \ery  recently  residential  buildings  of  a  certain  '•ahie 
were  exempted  in  order  to  stimulate  the  development  of  such 
structures.y;The  city  of  Toronto  on  lanuary  1st.  1^'24.  submitted 
to  popular  vt)te  the  questii»n  of  exempting  residences  entirely 
from  the  improvement  t^x,  which  it  now  actual!}-  does  as  to 
residences  of  small  walue. ' 

Real  estate  is  usually  taxed  in  the  L^nited  .States  at  a  uni- 
form rate,  irrespective  of  its  use.  its  quantity  or  value.  A  noxel 
suggestion  to  tax  real  estate  through  a  progressive  tax  rate  was 
recently  made.  A  schedule  of  rates  was  proposed  to  apply  to 
land  values  only  according-  to  their  worth  per  foot  frontage  of 
standard  depth  of  100  feet,  lots  of  a  different  de|)th  being  valued 
more  or  less  on  a  hxed  and  i)ublished  standard.  The  rates  were 
designed  to  stop  speculation,  to  relie\-e  the  home,  to  tax  the 
increment  and  to  relie\'e  falling  property  \alues.  The  proposed 
rates  were  as  follows: 

\'alue  per  Front  Foot  Rate  per  $100 

$      25  or  less    $1.40 

25  to        .50    1.45 

50  to      100    1.50 

100  to      250    1.55 

250  to      500    1.60 

500  to  1,000    1.65 

1.000  to  2.000    l./O 

2,000  to  3.000    1.75 

3,000  to  4.000    •. l.SO 

4,000  to  5,000 1 .85 

5,000  to  6,000    l.uo 
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6,000  to  7,000    L95 

7,000  to  8,000    2.00" 

The  advantages  claimed  under  such  a  scheme  were  briefly 
as  follows : 

(1)  Under  the  proposed  tax  rate  scheme,  residen- 
tial property  is  taxed  at  a  lower  rate  than  business 
property. 

(2)  The  tax  rate  is  elastic.  As  the  value  of  prop- 
erty goes  up,  the  tax  rate  increases.  As  it  goes  down,  it 
decreases.     If  the  tax   rate  is  higher  than  the   present 

value  of  the  property  would  justify,  the  tax  rate  will  be 
decreased  to  maintain  the  equilibrium.  If  the  value  of 
the  property  grows  faster  than  the  tax  rate,  the  rate 
increases  concurrently  with  the  resulting-  increased  cap- 
italization value.  An  increase  of  rate  thereuijon  will 
tend  to  reduce  its  capitalization  to  its  former  amount. 

(3)  The  present  values  are  retained  to  the  present 
owners.  No  so-called  confiscation  of  values  is  threat- 
ened. On  the  other  hand,  no  land  would  be  held  for  a 
rise.  All  increase  would  be  absorbed.  Speculation 
would  cease. 

(4)  The  rates  are  based  on  the  value  per  foot 
front  for  a  unit  foot  and  Avould  involve  no  difficulty  in 
administration. 

(5)  In  absorbing-  the  increment,  it  is  far  simpler 
than  any  increment  tax  thus  far  adopted.  The  sole  cri- 
terion of  the  rate  is  the  value  and  not,  as  in  luigland  or 
(iermany,  its  use,  which  latter  necessitates  separate 
considerations   of  each   indixidual   parcel. 

(6)  It  is  more  e(|uitable  than  tlie  Australian  sys- 
tem which  values  property  owned  by  residents  and  non- 
residents at  different  rates,  i)rogressing'  with  the  value 
of  the  estate,  irrespectixe  of  its  size  or  location.  In 
other  words,  'a  $2.^,000  farm  would  receive,  under  the 
Australian  system,  the  same  tax  rate  as  three  feet  on  a 
main  business  street   in  a  big  city  of  similar  value. 
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(7)  The  many  and  complex  exemptions  of  the 
ICn^Hsh  system,  so  difficult  of  administration,  arc  elim- 
inated. 

(8)  It  eliminates  consideraticjii  of  the  purchase 
price  and  the  selling  ])rice  and  the  intermediate  profits 
of  the  land  and  building,  so  complicated  in  the  German 
system  and  undoubtedly  fruitful  of  perjury  and  virulent 
discussion. 

(9)  To  those  who  appreciate  that  50  per  cent  of 
the  residential  lots  of  the  average  city  are  not  advancing 
in  price,  while  sites  enjoying  advantages  of  location 
are  g^rowing  often  by  leaps  and  bounds,  the  impropriety 
of  a  fixed  and  uniform  tax  rate  must  be  self-evident. 
To  charge  a  rate  of  $1.50  against  lands  depreciating  in 
value  while  charging  $1.50  against  land  values  doubling 
and  trebling  annually  in  value,  is  wrong  on  the  face  of 
things.  No  community  has  any  right  to  tax  lands  de- 
preciating so  long  as  other  lands  are  appreciating.  In 
the  latter  case,  it  is  clear  that  the  neighborhood  advan- 
tages have  grown  faster  than  the  tax  rate,  the  residue 
only  being  capitalized  and  representing  the  site  value. 

OTHER  FACTORS  OF  VALUE 

Residential  property,  fundamentally,  is  controlled  by  the 
same  basic  factors  as  to  value,  namely,  potential  rentals,  rate  of 
interest,  taxes,  and  the  like.  In  addition,  however,  there  is  the 
factor  of  social  prestige.  All  persons  like  to  imitate  the  rich, 
and  desire  to  live  near  beautiful  homes  with  well-kept  lawns 
situated  on  shady  streets,  where  exclusi\c  and  select  families 
reside.  B}^  select  is  not  meant  the  intellectuals,  but  the  rich, 
the  "showy"  rich.  Their  elegant  homes  reflect  value  on  less 
imposing  residences.  Residential  properly  values  are.  then, 
somewhat  a  barometer  of  social  standing,  so  far  as  outward 
show  determines  it.  Of  course,  many  other  factors  of  value  are 
involved  in  residential  property,  such  as  proximity  to  thorough- 
fares, boulevard  and  park  facilities,  transportation,  etc. 

Strictly  residential  projierty.  not  tending  towards  the  com- 
mercial, shows  no  great  variation  in  price  in   large  cities,  as  is 
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indicated  by  the  following  replies  to  a  questionnaire  submitted 
recently  to  real  estate  1)oards  of  the  respective  cities: 

Highest  Residential  Values  in  Leading  Cities 
City  \^alues  Per  Ft. 

Toledo,   Ohio $309.00 

Pittsburgh,  Pa 260.00 

St.  Paul',  Minn 173.90 

Omaha,  Neb 87.00 

St.  Louis,  Mo 266.00 

Baltimore,  Md 173.90 

Minneapolis,   Minn 151.00 

Duluth.    Minn 88.40 

Seattle.  Wash 55.00 

San    Francisco,   Cal 590.00 

Cleveland,   Ohio 250.00 

These  values  are  estimated  on  a  standard  100  foot  in  depth 
Iiasis.  It  is  probable  that  the  very  high  priced  residential  prop- 
erty above  indicated  has  a  double  front  such  as  on  the  lake, 
sea,  or  river,  which  factor  should  be  given  a  separate  value,  thus 
reducing  the  value  inhering  in  a  single  front  residential  lot  and 
thus  making  for  greater  uniformity  of  value.  San  Francisco  has 
a  very  few  sites  at  the  above  price  on  the  hills,  commanding  a 
marine  view  of  the  bay,  and  unrestricted  view  of  the  sunsets  of 
the  Golden  Gate.  Property  across  the  street,  however,  is  selling 
at  $200  per  foot. 

Unimproved  residential  property  of  large  cities  will  be  found 
to  range  between  v$10  and  $25  per  foot. front.  Improved  resi- 
dential property  will  be  found  to  range,  as  to  nine-tenths  thereof, 
between  $25  and  $75  per  foot  front,  while  three  fourths  of  the 
latter  will  undoubtedly  be  less  than  $50.  When  improvements, 
such  as  sidewalk,  curbing,  paving,  water,  sewer,  etc.,  are  in- 
stalled, there  is  a  cost  for  raw  land  and  improvements  in  most 
cities  of  $30  to  $40  per  foot  front,  which,  indeed,  is  extremely 
low.  Fully  imjiroxed  i)r()]){'rties  with  pres<Mit  day  costs  may 
run  to  $.50  per  foot  front,  depending  on  grade,  soil,  width  of 
street,  character  of  im]:)rovements.  i)roximity  to  the  center  of  the 
city,  street  car  transi)ortation,  cxclusiveness  of  neighborhood 
and  other  civic  and  industrial  advantages. 
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GULLIES  AND   SUBMERGED    LANDS 

Where  an  assessor  shows  on  outline  maps  unit  \ahies  for 
standard  lots  and  where  adjacent  hinds  are  of  ditterent  tirade 
hecause  of  an  occasional  gully  or  declivity  or  slope  or  adjoining 
hillside,  such  lots  must  be  specially  considered  by  field  men,  sur- 
veyors and  realtors.  The  consideration  before  the  ai)praiser  is 
to  determine  what  is  a  lot  with  such  a  gully,  creek,  or  slope 
worth  if  standard  lots  on  grade  are  worth  a  given  ])rice?  The 
answer  must  l)e  determined  by  the  cost  of  making  the  lot  utiliz- 
able  for  similar  purposes  as  the  adjacent  land  is  put  to. 

The  cost  of  filling  a  gull}"  or  submerged  land  will  prol)ably 
closely  correspond  to  the  cost  of  excavation  and  rcmo\al.  al- 
though depressions  in  city  neighborhoods  suitable  for  blast  fur- 
naces or  similar  industries  having  to  get  rid  of  waste  product 
command  a  premium  for  the  dumping  of  refuse,  which  otherwise 
it  would  be  necessary  to  cart  away  to  distant  points.  ]\Iany  far- 
sighted  realtors  have  profited  by  leasing  valleys  and  selling- 
dumping  rights,  thus  filling  in  the  depression  and  later  selling  it 
as  grade  land. 

Units  on  average  streets  are  intended  for  lots  of  normal 
grade.  Detail  maps  should  show  the  courses  of  creeks  and 
severity  of  grades  and  width  of  lot,  which  must  then  be  given 
an  added  depreciation  of  a  percentage  based  on  such  severity. 
Thus  some  lots  must  be  depreciated  10,  20,  30  and  even  up  to  90 
per  cent.  These  depressions  are  noted  by  surxeyors  and  indi- 
cated on  each  sectional  map  and  lot  so  that  the  exact  topograph- 
ical condition  is  immediately  evident  to  the  calculator  and  allow- 
ance made  therefor. 

PLOTTAGE 

In  dealing  with  plottage  \aluc  one  treads  on  thin  ice  so  far 
as  the  general  assessor  is  concerned.  l<"or  a  board  of  revision  or 
the  realtor  appraising  all  the  minor  factors  of  \alue  it  must  be 
considered.  A  well  known  writer  gives  illustrations  of  plottage 
\alue  as  follows : 

"A  lot  may  l)e  said  to  lia\c  plottage  \alue  when  b\-  reason 
of  its  size  it  is  ax'ailable  for  tlu-  highest  utilit\-  of  its  /.o.ic,     F't 
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instance,  in  the  retail  shoppins;  district,  a  lot  30  by  150  feet  deep 
would  be  worth  more  than  twice  the  value  of  a  lot  15  by  150  ad- 
joining; because  of  its  size,  it  is  capable  of  an  improvement 
which  could  fairly  cover  the  whole  of  the  lot  and  be  utilized  for 
any  one  of  a  number  of  retail  business  purposes ;  whereas  it  is 
doubtful  whether  the  owner  of  a  lot  15  by  150  would  be  justified 
in  erecting  a  building  covering  the  whole  of  the  lot,  and  its 
utility  would  be  restricted  to  a  very  small  shop. 

"The  appraiser  is  not  apt  to  meet  this  factor  often,  but  it 
is  liable  to  occur  particularly  in  the  factory,  warehouse  and  re- 
tail business  districts. 

"On  the  contrary,  the  question  of  plottage  in  the  residential 
districts  is  rarely  a  disturbing  factor,  except  downward.  Here 
the  conditions  are  usually  reversed  if  the  lot  is  usable,  for  where 
districts  are  established  the  man  who  works  in  a  few  small  lots 
with  inferior  improvements  usually  absorbs  value  from  the  sur- 
rounding property  at  the  expense  of  higher  classed  property." 

The  plottage  value  factor  is  especially  employed  in  large 
cities.  To  operate  an  apartment  house,  a  hotel,  an  office  build- 
ing, or  a  theatre  involves  organization — organization  to  lease,  to 
maintain,  to  supervise,  to  account,  etc.  Smaller  buildings  re- 
quire the  same  service.  Either  the  services  are  not  rendered  or 
they  are  performed  at  a  greater  cost  per  unit  than  they  are  for 
larger  buildings.  Hence  there  is  a  continued  demand  for  larger 
lots  than  as  originally  laid  out.  To  acquire  these  and  consolidate 
them  into  a  workable  and  economic  unit  iinolves  extra  cost, 
usually  for  the  payment  not  only  of  an  exorl)itant  price  for  the 
land  but  also  for  the  cost  or  value  of  the  imj^rovement.  Hence 
these  units  when  assembled  have  a  plottage  value. 

Plottage  value  is  more  frequently  considered  in  eastern 
cities  where  sublots  in  the  business  section  are  found  to  be 
twenty  or  twenty-five  feet  and  100  feet  deep.  In  western  cities 
where  the  lots  are  generally  found  to  be  wider,  frequently  fifty 
feet  by  150  feet  deep,  this  f.'ictor  is  not  so  frequently  involved. 

Warehouse  and  factory  pro])erty,  where  it  consists  of  assem- 
bled units,  must  necessarily  involve  a  greater  value  than  the 
sum  of  the  smaller  units  with  tlieir  respective  divitled  original 
usage. 
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The  question  of  the  relative  values  of  a  continuing  right-of- 
way  compared  with  the  values  of  adjacent  property  is  not  a  new- 
question.  In  HXX)  the  Legislature  of  the  State  of  Michigan 
passed  a  law  which  resulted  in  an  investigation  by  the  Micliigan 
Board  of  State  Tax  Commissioners  into  the  value  of  railroad 
property.  Prof.  Mortimer  E.  Cooley,  Dean  of  the  Department 
(jf  Engineering  of  the  University  of  Michigan,  was  appointed  to 
make  the  valuation  of  the  physical  properties.  Referring  in  his 
report  to  the  difiiculties  involved  in  assessing  the  right-of-way 
lands.  Prof.  Cooley  said: 

"Perhaps  no  part  of  the  work  in\-ol\ed  so  much  dis- 
cussion as  the  matter  of  right-of-way,  station  grounds. 
and  real  estate.  It  is  well  known  that  a  railroad  right- 
of-way  costs  considerably  more  than  the  value  of  the 
land  for  other  purposes.  The  question  at  issue  was 
whether  the  railroad  should  be  charged  for  what  the 
right-of-way  actually  cost  or  for  what  it  was  worth  for 
other  purposes  before  it  was  purchased.  There  could 
be  no  question,  it  would  seem,  that  the  first  cost  or  cost 
of  reproduction  should  include  the  actual  price  paid  for 
the  right-of-way.  Certainly  this  is  one  of  the  elements 
for  which  money  must  be  raised,  the  same  as  engineer- 
ing, legal  expenses,  interest  and  discount,  and  miscel- 
laneous expenses,  including  the  expenses  of  organization 
and  contingencies.  Theoretically,  at  least,  the  cost  of 
reproduction  may  be  considered  to  represent  the  value 
of  a  legitimate  bond  issue,  aiid  to  such  extent  the  value 
of  a  railroad." 

On  the  (|uestion  of  the  valuation  of  the  right-of-wav  as  de- 
termined by  contiguous  pr()|)erty.  the  following  was  said: 

"The  true  cash  value  of  a  thing  has  l)c'en  defined  as 
the  price  upon  which  a  purchaser  and  a  seller  mutually 
agree,  and  at  which  an  actual  transfer  takes  place.  If  an 
attempt  were  made  to  purchase  an  existing  right-of- 
way,  as,  for  example,  an  entrance  into  a  city,  if  the 
owner  were  willing  to  sell  at  all  he  surely  would  take 
into  consideration  what  it  would  cost  the  purchaser  to 
get  into  the  city  by  any  other  route,  and  the  prospective 
purchaser  would  surely  consider  what  it  would  cost  him 
by  another  route. 

"The  conclusion  finally  reached  was  to  add  to  the 
\alue  of  the  right-of-wav,  as  determined  1)\  contiiiuous 
property,  an  amount   fairly   representing   the   additional 
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cost  to  the  railroad.  A  very  careful  examination  was 
made  of  the  records  on  file  at  county  seats  and  else- 
where, showino-  the  transfer  of  a  lar^e  number  of  pieces 
of  property,  both  to  railroads  and  to  other  purchasers. 
As  a  result  of  this  examination  throughout  the  state,  it 
was  found  that  the  actual  price  paid  by  the  railroad  was 
from  100  to  125  per  cent  in  excess  of  the  value  as  de- 
termined by  adjacent  property." 

The  State  of  Wisc;)nsin  followed  closely  upon  the  Michi- 
o-an  method  of  valuation.  In  a  report  on  the  2nd  of  January, 
1905,  by  Prof.  A\\  D.  Taylor  on  the  probable  valuation  of  rio-ht- 
of-way  lands,  he  said  : 

"The  correct  valuation  of  the  land  held  l)y  the  rail- 
ways for  right-of-way,  yards,  and  terminals  is  one  of  the 
most  important  as  well  as  one  of  the  most  difficult 
tasks  in  finding  the  physical  values.  The  term  "rig^ht- 
of-way"  is  intended  to  include  the  land  for  stations. 
}ards.  and  terminals. 

"Two  distinct  results  should  be  obtained  as  pro- 
vided for  the  last  two  columns  on  blank  From  W.  B.  A. 
4;  namelv,  first,  the  market  value  per  acre  of  the  land 
for  other  purposes,  and  second,  the  value  per  acre  as 
right  of  wav.  The  first  is  to  lie  obtained  in  the  man- 
ner explained  above. 

"The  second  should  be  obtained  by  taking  the  aver- 
age market  ])rice  for  other  purposes  of  the  land  actually 
within  the  rig-ht  of-way  and  by  adding  thereto  the  dam- 
ages to  the  adjoining  property  forming  a  part  of  the 
same  parcel  which  are  directly  attributed  to  the  proper 
construction  and  operation  of  the  railroad  across  that 
])ortion  of  the  land  taken. 

"Tlie  strip  of  land  usually  taken  for  railroad  right- 
of-wav  is  not  generally  along  or  jjarallel  to  the  bound- 
aries of  the  land.  Tbe  proper  construction  of  the  road 
often  makes  access  from  the  land  on  one  side  to  the  land 
on  the  other  side  more  difficult,  and  such  access  at  more 
than  one  crossing  is  often  impossible  on  account  of 
right-of-way  fences,  deep  cuts,  or  high  fills.  The  nat- 
ural drainage  is  oftentimes  interfered  with.  Roads  and 
streets  ma\'  be  closed  or  chang;ed.  The  noise,  smoke, 
danger,  and  inconvenience  from  the  operation  of  rail- 
roads mav  not  be  distinct  subjects  of  damag-e.  yet.  in 
so  far  as  they  de|)reciate  the  market  value  of  the  remain- 
der of  the  i)remises  they  should  be  considered.  These 
considerations     alwavs     make      the      right-of-way  value 
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more,  oftentimes  niiicli  more,  than  its  market  value  for 
other  purposes. 

Scientific  appraisers  (|iiite  generally  appreciate  the  propriety 
of  valuing  adjacent  lands  on  a  different  basis  because  of  their 
size.  M.  P.  Talmage,  in  liis  manual  on  the  assessment  of  real 
estate  in  New  York  City,  published  in  the  year  VH4.  said: 

"Where  the  appr()]-)riate  dcvel()i)nient  of  any  pro])- 
erty  demands  lots  of  not  more  than  25  feet  wide,  the 
value  of  a  plot  one  hundred  feet  wide  is  no  more  than 
the  aggregate  value  of  four  lots  each  25  feet  wide.  \\'here 
the  appropriate  development  demands  plots  of  one  hun- 
dred feet  in  width,  and  surh  lots  may  be  easily  acquired, 
the  additional  value  for  plotting  may  be  slight;  but  if 
a  large  plot  is  difficult  to  accumulate,  the  added  value 
for  plottage  may  be  20  per  cent  or  more.  The  amount 
to  be  added  for  ]ilottage  depends  upon  the  necessity  of 
a  large  plot  for  appropriate  development  and  the  diffi- 
culty in  the  cost  of  accumulating  it. 

"The  converse  of  plottage  value  is  found  when  a  lot 
too  small  for  appropriate  development  is  so  enclosed  by 
permanent  improvements  that  its  market  value  is  less 
per  front  foot  than  that  of  the  adjoining  land.  In  such 
cases,  an  appropriate  reduction  should  be  made  BF,- 
LOW  the  assessment  which  would  be  ])roduced  by  the 
unit  of  land  value. 

Lawson  Purdy,  formerly  chairman  of  the  Board  of  Asses- 
sors of  New  York  City,  in  an  address  before  the  Pan-American 
Congress,  Washington,  D.  C.  page  2.^4.  A'olume  II  of  the  Pro- 
ceedings of  the  Pan-American  Congress,  is  quoted  as  follows: 

"Where  the  appropriate  improvement  of  a  section 
demands  lots  of  standard  size,  a  lot  of  greater  width 
than  standard  size  has  no  more  relative  value  than  a 
lot  of  standard  size;  but  where  the  appropriate  build- 
ing for  that  section  requires  a  plat  of  greater  width  the 
larger  plat  has  a  greater  relative  value  than  the  standard 
lot.  In  such  cases  an  appro])riate  addition  must  be 
made  to  the  \alue  above  that  indicated  by  the  unit,  ac- 
cording to  the  size  of  the  ])articular  lot  to  be  valued.  In 
a  tenement-house  section  in  Manhattan,  a  lot  371^  feet 
wide  is  worth  relatively  more  than  a  lot  2.5  feet  wide, 
because  a  tenement  house  under  the  law  cannot  profit- 
ably be  built  on  a  lot  25  feet  wide,  whereas  an  economi- 
cal tenement  house  can  be  erected  on  a  lot  37y^2  feet 
wide.  In  a  territory  suitable  for  lofts  a  lot  50  feet  wide 
is  worth  more  than  twice  as  much  as  a  lot  25  feet  wide, 
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and  oenerally  a  lot  100  feet  wide  would  be  worth  more 
than  twice  as  much  as  a  lot  50  feet  wide.  The  appropri- 
ate increase  for  plottage  must  be  considered  with  refer- 
ence to  the  actual  conditions  prevailing  in  the  section 
where  the  lot  is  situated.  An  addition  for  plottage  may 
be  as  great  as  20  per  cent  or  even  more.  Conversely, 
if  an  appropriate  improvement  cannot  be  erected  on  a 
lot  less  than  25  feet  in  width,  a  reduction  must  be  made 
below  the  value  which  would  be  produced  by  the  unit, 
varying  with  the  degree  of  depreciation  due  to  the  unus- 
able character  of  the  land  in  question." 

It  will  be  noted  from  the  above  that  plottage  may  be  as 
great  as  20  per  cent  or  even  more. 

Not  only  do  real  estate  appraising  companies  generally  add 
a  plottage  value  to  a  large  tract  of  land  where  the  same  is  com- 
posed of  a  number  of  separate  units,  but  business  firms  quite 
generally  consider  that  the  addition  of  adjacent  units  adds 
a  greater  value  than  the  cost  thereof.  Indeed,  the  cost  of  resi- 
dence additions  to  factory  plants,  where  the  same  are  located 
in  residence  sections,  involves  frequently  the  purchase  of  a  lot 
of  land  worth  $50  per  foot,  with  buildings  thereon  worth  $100 
per  foot.  In  a  case  of  this  kind,  the  company  will  carry  on  its 
books  the  value  of  such  added  unit  or  lot  at  the  total  cost  there- 
of and  not  merely  at  the  cost  of  the  lot  without  the  improvement. 
In  cases  of  this  kind,  these  industrial  corporations  may  carry  on 
their  books  and  consider  the  value  of  the  property  purchased  at 
$150  per  foot,  as  compared  with  property  in  the  immediate  vicin- 
ity worth,  perhaps,  $50  per  foot. 

So  in  the  case  of  transportation  companies,  the  cost  to  them 
in  the  purchase  of  right-of-way  lands  involves  not  only  the  per 
square  foot  cost  of  the  part  taken  but  also  the  damage  to  the 
residue  of  the  lot.  To  this  must  be  added  the  cost  of  any  im- 
provements upon  the  land  taken  and  damage  to  the  improve- 
ments on  the  adjacent  lot.  In  addition,  there  are  engineering 
fees,  brokerage  charges  and  legal  fees,  so  that  in  some  cases  the 
cost  to  the  company  may  be  from  eight  to  ten  times  the  value 
of  the  adjacent  land  value  figured  on  the  per  square  foot  basis. 

Such  cost  to  the  transportation  companies  is  the  basis  for 
their  bond  and  stock  issued  and  generally  allowed  for  the  fixing 
of  freight  rates. 


CHAPTER  4 

APPRAISALS  ON  PEDESTRIAN  COUNT,  EARNINGS, 
RENTALS  AND  BUILDING  PERMITS 


I'opiilatiiiii  uf  a  city  aflfeds  land  values — Relative  poijulations 
and  front  foot  values — Peak  values  in  large  cities— What 
traffic  counts  indicate — How  to  interpret  tliem — Analyzing 
downtown  traffic. 


There  can  be  no  dou1)t  that  the  population  of  a  city  defi- 
nitely affects  land  values,  not  only  in  the  aggrej^ate,  but  as  to 
the  value  of  the  best  business  retail  i^ropcrty. 

L.  P.  Jerrard,  Jr.,  of  the  American  Society  of  Civil  Eng^i- 
neering,  says : 

"The  total  land  value  of  a  city  depends  primarily  on  its  pop- 
ulation, but  is  influenced  to  so  great  an  extent  by  the  city's 
wealth  and  other  factors  that  comparisons  lietween  cities  of  the 
same  population,  as  to  either  the  total  land  value  or  the  value  of 
highest  priced  land,  offer  considerable  variation.  It  is  believed 
that  the  range  of  values  in  the  accompanying  table  will  cover  the 
conditions  in  all  except  a  very  small  percentage  of  cities.  The 
lower  values  represent  more  nearly  the  normal  conditions,  and 
the  higher  values  occur  in  cities  where  there  is  a  large  transient 
population  or  where  the  business  district  is  restricted.  All 
factors  which  tend  toward  the  expenditure,  in  a  city,  of  money 
which  is  earned  elsewhere,  raise  the  value  of  business  land. 
For  instance,  the  location,  iti  a  city  of  25,000  people,  of  a  uni- 
versity with  several  thousand  students  would  materially  increase 
business  land  values  above  those  of  other  cities  of  the  same  size. 
In  determining  the  population  of  a  city,  there  should  be  consid- 
ered such  suburbs  as  are  close  enough  to  constitute  a  part  of 
the  city  proper. 

"An  investigation  of  land  values  generally  involves  a  study 
(•i  the  forces  at  work  in  a  city's  development,  the  land  require- 
ments and  distribution  of  its  utilities,  and  the  strength  and  direc- 
tion of  the  structural   movements  which   are  constantly   taking 
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place.  The  extent  of  such  a  study  would  depend,  of  course,  on 
the  land  under  consideration.  In  valuing  a  single  lot  in  a  resi- 
dence section,  such  preparation  would  not  be  called  for,  but 
in  the  case  of  high-priced  business  land,  it  is  necessary  to  be 
informed  on  these  points." 

Mr.  Jerrard  offers  a  diagram  showing  that  the  best  business  property 
in  a  city  of  200,000  population  will  run  from  $2,000  to  $  4.000 
in  a  city  of  400,000  population  will  run  from  3,800  to  6,800 
in  a  city  of  600,000  population  will  run  from  5,500  to  9,600 
in  a  city  of  800,000  population  will  run  from  7,000  to  12,500 
in   a   city   of   1.000,000   population   will   run   from     8.900   to      15.400 

Having  in  mind  that  the  above  estimates  were  written  in 
the  year  1916,  it  would  seem  as  though  these  values  should  be 
increased  very  materially  due  to  the  depreciated  dollar,  ranging 
probably,  from  50';f  to  757'^   more  today  than  in  1916. 

From  newspaper  clippings  of  recent  years,  a  few  outstand- 
ing cases  of  high  retail  property  values  in  larger  American 
cities  are  submitted. 

During  the  latter  part  of  1924  the  1  larriman  National  Bank 
of  New  York  City  purchased  a  lot  adjoining  its  location  at  $304 
a  square  foot,  wdiich  was  then  said  to  be  the  highest  price  ever 
paid  in  that  city  up  to  that  time.  It  fronted  96  feet  on  the  street 
and  extended  back  105  feet  and  represents  about  $.30,400  a  foot 
f(tr  100  feet  deep. 

In  Philadelphia,  in  the  month  of  May,  1925,  a  private  dwell- 
ing on  the  northwest  corner  of  Sixteeenth  and  Chestnut  Street, 
known  as  the  Reed  family  home,  was  sold  at  a  reported  consid- 
eration of  $1,100,000.  The  lot  had  a  frontage  of  42  feet  on  Chest- 
nut Street,  153  feet  on  Sixteenth,  and  42  feet  on  Ranstead.  This 
[)rf)perty  shows  a  valuation  of  about  $25,000  a  front  foot  on 
Chestnut  Street  without  considering  the  corner  uv  rear  street  in- 
fluences. It  is  not.  however,  in  the  highest  valued  section  of 
riiil.'idelphia. 

In  Cleveland,  several  parcels  on  Euclid  Avenue,  near  ]'"ast 
Fourth,  were  leased  on  rental  of  6%  on  a  \aluation  of  $25,000 
representing"  an  inside  lot  of  one  foot  front  b\  100  feet  deep, 
uninfluenced   by   corner   or   other   street    itifluences.      There    are 
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assessments  in  Cleveland  on  corner  lots  in  excess  of  $42.(XX},  Inn 
this  represents,  as  aforesaid,  a  corner,  an  added  depth,  and  is 
wider  in  the  rear  than  in  the  front,  which  a^ain  emphasizes  the 
importance  of  comparing  vahies  only  on  a  standardized  IkisIs. 

In  Toronto,  the  most  valuable  property,  in  the  year  191'^ 
was  said  to  have  been  that  situated  on  Yonge  Street,  imnu-(li- 
dtely  north  of  King  Street,  where  it  was  selling  for  $10,UOO  to 
S12,000  per  foot. 

In  Chicago,  in  the  month  of  September,  1924,  a  lot  21.6  feet 
by  80.25  feet,  being  the  northwest  corner  of  Clark  and  Madison 
Streets,  was  leased  for  21  years  by  the  A.  Schulte  Company  from 
Mrs.  Charles  F.  Morrison,  et  al.,  at  an  a\erage  net  rental  re- 
ported to  be  $52,500.  Capitalizing  this  rental  at  5%  (as  is  usu- 
ally done  in  Chicago)  brings  the  value  of  the  land  to  $1,050,000 
at  the  rate  of  $50,000  a  front  foot,  which  figure,  it  is  said,  has 
never  been  equaled  in  Chicago.  A  f(jur  story  building  occupies 
the  site. 

In  studying  the  population  factor  as  indicative  of  the  best 
retail  property  \alues,  the  student  should  bear  in  mind  that  the 
population  within  the  political  confines  of  a  city  is  not  the  only 
factor  to  consider  in  arriving  at  the  maximum  retail  property 
values.  Many  cities  enjoy  a  number  of  adjacent  villages  and 
cities  of  large  population,  which,  to  all  intents  and  jHirposes,  add 
value  to  the  dt)wntown  projjerty  of  the  larger  city  regardless  of 
its  political  or  geographical  confines.  The  city  of  Boston,  for 
instance,  has  a  very  large  suburl:)an  territory'  upon  which  retail 
property  may  draw  for  assessments. 

In  comparing  retail  |)roperty  values  of  various  cities,  it  will 
be  found  that  some  of  these  values  represent  lots  of  unusual 
depth,  some  are  on  a  corner,  some  enjoy  double  frontages,  that 
is,  they  are  located  on  two  or  three  streets,  and  some  of  tliem 
are  narrow  lots.  Comparisons  without  knowledge  of  complete 
details  are  of  very  little  \alue,  yet  the  thought  remains  that 
population  does  have  a  \ery  close  relation  to  business  retail 
proi)erty  values.  (lood  reasons  may  always  exist,  however, 
to  ex])lain  unusuall\'  high  or  low  values  in  any  given  citw 

Having  in  mind  the  relativity  of  traffic  to  \alue,  greater 
study  is  l)eing  given  to  the  numbers  of  i>edestrians  passing  cer- 
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tain  points.  In  an  effort  to  seek  all  possible  light  on  the  value 
of  particular  sites,  the  automatic,  counter  is  clicked  as  each  pedes- 
trian passes  by  a  given  point.  Chain  stores  generally  figure 
the  value  of  land,  its  proper  rental  and  possible  sales  on  the 
traffic  enjoyed  by  proposed  sites.  Sometimes  the  counting  is 
done  by  two  employees,  one  checking  the  women,  while  the 
other  counts  the  men. 

In  a  recent  appropriation  case,  one  of  the  experts  took  an 
8-hour  traffic  count  to  show  the  relative  value  of  three  streets 
compared  with  the  value  of  a  fourth  site  about  to  be  appropri- 
ated. The  value  of  the  three  streets  was  known,  but  the  value 
of  the  site  to  be  appropriated  was  unknown.  This  count  showed 
an  hourly  flow  of  traffic  of  1071,  920  and  817  respectively  com- 
pared with  518  pedestrians  at  the  site  about  to  be  appropriated. 
Testimony  was  offered  that  the  latter  site  was  the  more  valu- 
able. The  expert's  testimony  proved  of  great  weight  with  the 
jury  because  of  his  apparent  intensive  study  of  the  situation. 
The  witness  had  something  beside  a  blind  guess  or  opinion. 

Certain  chain  stores,  it  is  said,  never  lease  a  proposed  site 
without  taking  a  pedestrian  count.  These  counts  are  not  only 
valuable  as  showing  the  pedestrian  activity  in  a  particular  city 
compared  with  some  existing  store  in  the  same  city,  but  also  by 
way  of  comparison  with  pedestrian  counts  at  their  stores  in  other 
cities.  They  are  able  in  this  way  from  their  abundant  experience 
to  approximate  very  closely  the  amount  of  business  that  may  be 
done  without  advertisement.  The)  are  thus  enabled  to  closely 
determine  the  amount  of  rent  they  can  aff'ord  to  pay,  based  on 
the   business  done  and  rentals  paid   elsewhere. 

Sometimes  these  counts  are  made  by  lessees  who  hold  under 
re-appraisal  lease-s.  Evidence  is  then  submitted  to  the  arbitrators 
fixing  the  re-appraisal  value  and  rental,  showing  in  what  propor- 
tion the  pedestrian  traffic  has  increased  or  decreased,  or  how  it 
compares  with  some  other  value.  In  the  former  case,  for  exam- 
ple, when  10,000  people  pass  a  gi\en  point  between  certain  hours 
on  a  given  day  in  1020,  if  10.0(K)  i)eoi)le  passed  the  same  point  in 
1010  during  a  similar  interval,  it  is  argued  that  the  rental  and 
capital  value  of  the  premises  can  be  no  greater,  notwithstanding 
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sales  in  the  vicinity  may  show  a  greater,  perhaps  speculative, 
value. 

A  number  of  building  associations  annually  engage  in  keep- 
ing tab  on  the  growth  of  cities,  showing  the  per  cent  of  growth 
or  recession  at  certain  points.  \  ery  recently,  the  National  Asso- 
ciation of  Building  Owners  and  Managers  appointed  a  committee 
to  develop  and  standardize  trartic  counts.  When  the  association 
finally  adopts  a  standard  so  that  counts  are  taken  both  of  pedes- 
trians and  street  traftic  at  various  points  in  their  respective  cities, 
taken  during  approximately  the  same  relative  times,  data  of 
great  importance,  of  historical  worth  and  of  scientific  value  will 
undoubtedly  result. 

The  Cleveland  Association  of  Building  Owners  and  Mana- 
gers in  an  introduction  to  tables  showing  results  of  counts  ex- 
plains very  fully  the  mechanics  used : 

"Present  and  future  property  values  in  the  retail  district  de- 
pend largely  upon  the  a\  erage  rent  paying  capacity  of  the 
ground  floor  store  room  merchant.  His  ability  in  this  direction 
is  in  proportion  to  his  sales  \  olume. 

"In  a  general  way.  through  the  medium  of  proper  merchan- 
dise display,  the  volume  possibilities  of  the  merchant  are  in  pro- 
portion to  the  sidewalk  pedestrian  traffic,  although  the  trafific 
yield  varies  on  different  streets,  dependent  upon  the  purchasing 
power  of  the  individual  and  the  average  number  of  merchandise 
buyers  passing  a  given  point.  In  a  growing  city,  it  is  some- 
times difticult  for  the  owner  or  manager  of  a  property  to  realize 
that  his  ground  floor  space  has  increased  in  value,  due  to  traftic 
increase,  until  after  he  has  entered  into  some  unfavorable  lease 
with  a  tenant. 

"Several  years  ago.  it  became  api>arent  that  if  a  sidewalk 
traffic  coimt  could  be  taken  simultaneously  at  certain  fixed  sta- 
tions, throughout  the  downtown  district,  the  relations  between 
volume  of  traftic  and  current  ground  floor  rentals  could  be  as- 
certained ;  and  that,  if  trafific  counts  were  subsequently  taken  at 
these  stations  regularly  and  under  conditions  which  would  rea- 
sonably insure  a  fair  average,  comparisons  could  be  made  with 
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previous  counts  and  the  trend  analyzed.  Stations  for  counting 
the  sidewalk  traffic  were  established  throughout  the  downtown 
district,  at  points  which  are  not  affected  by  corner,  arcade  or 
alley  influences.  A  careful  study  of  the  rise  and  fall  in  the  total 
yearly  sales  volume  of  certain  principal  stores  determined  the 
times  when  conditions  Avould  most  nearly  insure  the  taking  of 
average  counts.  The  weekly  cycle  of  volume  disclosed  the  fact 
that  an  average  of  Wednesday  and  Eriday  would  fairly  represent 
the  daih'  volume  for  the  week,  with  the  result  that  the  second 
Wednesday  and  Friday  of  June  and  the  first  W'ednesday  and 
Friday  of  November  were  selected.  In  order  ti>  eliminate  the  di- 
luting influence  of  the  morning,  noon  and  night  rush,  it  was  de- 
termined that  the  count  should  be  made  between  the  hours  of 
9:30  and  11  :30  in  the  morning  and  l)etween  2  and  4  in  the  after- 
noon, making  a  four-hour  count. 

"Because  the  average  woman  is  the  family  purchasing  agent 
and  her  value  in  the  traffic  is  therefore  greater,  the  percentage 
of  women  in  the  traffic  on  the  principal  retail  streets  is  now  a 
part  of  the  record.  The  predominance  of  men  or  women  in  the 
traffic  should  be  given  consideration  in  selecting  ground  floor 
tenants.  In  fact,  comprehensive  knowledge  of  pedestrian  traffic, 
its  makeup  and  trend  is  essential  in  order  that  the  retail  space  in 
a  building  may  be  ad\antageuusly  leased  to  tenants  who  will 
derive  maximum  yield  from  the  traffic  and  who  will  therefore  be 
of  the  greatest  constructi\e  value  to  the  property." 

These  counts  should  be  shown  in  detail  nKjrning  and  after- 
noon of  each  day  so  that  apparent  incongruities  may  be  ex- 
plained. On  one  da\-  a  leading  department  store  might  advertise 
a  red-letter  sales  day.  There  might  be  a  bank  holiday,  there 
might  be  a  parade  or  a  conxention  in  the  city,  sidewalk  repairs, 
showers,  and  many  other  influences  might  be  encc^untered. 

Not  only  is  it  interesting  to  comiiare  one  station  with  an- 
other on  a  given  day  but  a  record  of  the  develoiiment  of  side- 
walk traflic  from  year  to  year  at  particular  stations  shows  the 
rapidilN  of  growth. 

In  general  it  should  be  said  that  iu'dcstri.in  >treet  trathc 
counts    ha\e    their    value       'l"he\     uudi  ailitedh     si'r\e    a    \aluable 
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|)urp()sc  in  showing;  in  a  non-throwing  city  the  relative  value  of 
land.  In  growing  cities,  they  show  the  direction  the  city  is  tak- 
ing in  commercial  activity.  They  show  where  property  is  rising 
and  where  it  is  at  a  standstill. 

Traffic  counts  must  be  analyzed  with  intelligence.  It  must 
he  remembered,  first,  that  the  value  of  a  site  is  dependent  on 
twenty-four  hours  of  traffic,  not  on  spasmodic,  nor  occasional, 
(Hsinterested  traffic.  Traffic  not  adding  to  usual  profits  to  mer- 
chants is  that  which  is  always  in  a  hurry,  such  as  to  and  from 
depots,  subway  stations,  wharfs,  etc.  Surely  they  add  some  ad- 
ditional value  compared  to  points  further  away,  but  they  have 
not  the  value  incident  to  leisurely  walking  in  thoroughfares  con- 
tinuously for  perhaps  the  entire  day.  Second,  there  is  a  differ- 
ence in  quality.  Certain  traffic  may  be  5  and  10  cent  store 
trade,  while  other  traffic  may  be  lighter,  with  sales  fewer,  but 
profits  great.  Third,  traffic  may  be  the  result  of  very  expensive 
advertisements,  drawing  and  alluring  a  crowd  of  bargain  hunt- 
ers, interested  in  little  else.  Fourth,  a  section  may  be  compara- 
tively quiet  by  day,  but  very  active  at  night,  such  as  in  theatre 
districts. 

These  and  many  other  reasons  might  be  urged  for  reading 
sidewalk  counts  with  caution  and  intelligence.  In  a  recent  as- 
sessment com])laint  a  traffic  count  of  a  certain  street  at  certain 
points  was  given  considerable  study  and  certain  final  deductions 
made  therefrom,  just  before  laying  away  his  paper  and  dismiss- 
ing the  subject  the  witness  read  "It  should  be  borne  in  mind 
that  this  traffic  count  was  affected  severely  by  the  fact  that  the 
north  side  of  the  street  was  in  the  sun,  on  a  very  hot  day,  caus- 
ing an  extremely  heavy  count  on  the  south  side  which  Avas  in  the 
shade."  Thus  a  single  fact  may  iuAalidate  the  count  on.  a  par- 
ticular day  or  destroy  its  normal  relatix  ity. 

TRANSPORTATION  AGENCIES 

It  is  a  familiar  conii)laint  of  late  years  that  down-town  prop- 
erty is  becoming  less  Aaluable,  that  business  is  halted  at  sub- 
centers  due  to  auto  congestion,  traffic  and  loss  of  parking  rights 
in  front  of  merchants'  stores.  I  low  much  business  loss  do  these 
new  conditions  entail?  \\'hat  proportion  of  down  town  buyers 
use  private  automobiles  for  transportation  to  down-town  stores? 
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A  cordon  count  was  made  on  a  typical  week  day  7  A.  M.  to 
7  P.  M.  of  passengers  entering  and  leaving  the  central  business 
district  of  Chicago  during  the  month  of  May,  1926.  The  methods 
of  transportation  used  by  1,693,506  persons  going  to  or  from  the 
business  district,  846,753  (;i^)  representing  j4  of  Chicago's  popu- 
lation, was  as  follows : 

Mode  No.  of  Passengers  Per  Cent 

Street   Car    568,925 33.6 

Elevated      473,736 28.0 

Steam  R.  R.   (suburban) 192,909 1 1.4 

Steam  R.  R.   (through) 29,173 1.7 

Electric  Interurban    13,870 0.8 

Motor  bus    89,369 5.3 

Passenger    auto    325,524 19.2 


Total    1,693,506 100.0 

Mass    Transportation    1,367,982 80.8 

Passenger  auto    325,524 19.2 


Total    1,693,506 100.0 

From  the  above  table  it  is  evident  that  19.2%  or  about  one- 
fifth  use  private  autos  as  a  means  of  transportation.  Another 
count  of  96,082  shoppers,  who  themselves  reported  their  means 
of  conveyance,  showed  the  number  not  only  using  the  auto,  but 
who  came  by  parking  at  the  curb.   The  figures  are  as  follows  : 

Conveyance                                                  No.  of  Shoppers             Per  Cent 

Suburban   trains    18,742 19.5 

Elevated  trains   32,419 33.8 

Street    cars     25,191 26.2 

Motor  coach    10.980 11.4 

Taxi  cabs    1,092 1.1 

Total  autos    7,662 8.0 

Autos  parked  at  curb 1,505 1.57 


Total    96,082 100. 

It  will  be  noticed  that  but  1,505  .shoppers  of  96.082,  repre- 
senting but  1.57%  park  at  the  curb.  From  this  may  be  deduced 
that  land  values  are  already  adjusted  to  an  almost  complete  elim- 
ination of  parking-at-the-curb  business.  The  figures  are  also 
important  as  showing  the  relative  importance  of  the  various 
transportation  agencies  as  land  value  factors. 
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The  question  frequently  arises  as  to  whether  or  not  there 
is  justification  for  the  establishment  in  a  neighborhood  of  retail 
stores  such  as  grocery,  men's  furnishings,  boots  and  shoes,  dry 
goods  and  hardware.  A  study  was  recently  made  l)y  the  Joint 
Commission  of  Agricultural  Inquiry  relative  to  the  number  of 
dealers,  the  population  per  dealer,  and  the  families  per  dealer  in 
the  United  States.  This  table  is  of  more  than  passing  interest 
as  indicating  the  axerage  number  of  people  probably  necessary 
for  the  successful  operation  of  these  various  lines  of  retail  activ- 
ity.    The  table  is  as  follows : 

Population  Families 

Kind  of  Business                     No.  of  Dealers  Per  Dealer  Per  Dealer 

Grocery     334,212                    315.3  72.6 

Men's  furnishings    40,339                 2,616.6  602.7 

Boots  and  shoes 141.867                   245.1  171.6 

Dry-goods     35.207                3,002.5  691.5 

Hardware     37,032                2,854.5  657.5 

From  the  foregoing  table  it  appears,  for  example,  that  it  re- 
(|uires  315.3  persons  on  an  average  to  support  each  grocery  store 
in  the  United  States. 
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ONE  OF  THE  WORLD'S  MOST  COSTLY  BUILDINGS 

Ten  story  niarblc  bank  building  housing  tlie  Fourtli  District  Federal  Reserve  Hank 
of  Cleveland.  Of  monumental  design,  the  materials  used  arc  the  most  costly  obtainable. 
The  main  banking  room  is  said  to  be  the  most  beautiful  banking  room  in  the  world.  The 
building  contains  a  miniature  armory  where  anuuunition,  rifles  and  cannon  are  stored 
for  purposes  of  defense.  Directors'  rooms  are  of  richly  carved  oak  with  teakwood  floors. 
Eight  floors  are  devoted  to  business.  On  the  ninth  are  baths,  medical  rooms,  kitchens 
and  storage  space  for  bank  archives.  The  tenth  floor  is  devoted  to  cafeteria,  gyniiiasiuni, 
and  assendjly  rooms.  The  building,  erected  during  1921,  1922  and  1923,  contains  7,212, 3o2 
cubic  feet,  and  cost  $K,l')<),(i2(),  the  cubic  foot   price  being  $1.14. 


CHAPTER  5 
APPRAISALS  BASED  ON  EARNINGS 


Many  prolilems  involved — A  good  sj'stcm  when  tlierc  is  no 
market — Effect  of  varying  income — The  English  system  of 
assessing  rentals — Approximate  apiiraisals  hased  on  earnings 
— Operating  costs  considered. 


Many  claim  that  real  estate  should  he  assessed  solely  <»n  a 
basis  of  its  net  income.  The  legislature  of  ( )hio  at  its  l'>22-2.^ 
session  passed  a  law  recjuiring^  a  state-wide  re-appraisal  of  all 
real  estate  in  Ohio,  which  hill  however,  was  vetoed  by  the  gov- 
ernor. This  measure  re(|uired  an  annual  listing  of  real  estate 
with  a  statement  of  gross  and  net  income  for  the  preceding  year. 
This  would  ha\  e  in\olved  useless  and  wasteful  expenditure  of 
money,  because,  first,  the  information  would  have  been  filed  only 
by  a  part  of  the  owners.  At  least  50  per  cent  of  addresses  arc 
unknown,  owners  not  residing  on  the  property.  Second,  \vith  cer- 
tain lots  only  appraised  on  the  income,  others  would  be  assessed 
dissimilarly  on  other  information,  thus  resulting  in  gross  in- 
equalities. Third,  the  information  as  to  gross  income  for  a  sirtgle 
year  is  no  criterion  of  \alue.  Fourth,  net  income  is  a  matter  of 
bookkeeping  and  generally  is  subject  to  challenge.  Fifth,  ap- 
praisement on  income  appraises  only  the  economic  value  and  not 
the  market  or  speculative  value.  Sixth,  vacant  lots  would  not  be 
assessed  at  all  since  they  produce  no  income. 

Use  of  such  a  system  would  result  in  exempting  vacant 
property  or  ])artially  used  or  inadc(|uately  used  property.  Indeed, 
where  is  the  plfjt  of  land  adecpiately  improved  and  properly  used 
and  managed?  It  is  a  sufficiently  difncult  task  to  fmd  the  mar- 
ket \-alue  of  pro])erty  from  sales  and  leases  which  must  be  an- 
alyzed for  errors,  exchanges,  and  fictitious  prices. 

A  consideration  of  the  following  details  in  each  instance 
would  be  necessary  to  avoid  assessing  ojie  proi)erty  100,  200  and 
even  300  per  cent  higher  than  some  adjacent  propertv. 
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1 — Is  the  lease  for  a  long  term,  now  expiring,  or  recently 
executed? 

2 — Is  the  tenant  solvent  or  of  questionable  solvency? 

3 — Is  the  business  established  or  not? 

4 — Is  the  use  hazardous  or  otherwise,  pcjssibly  a  pool  room 
or  a  soft  drink  saloon  ? 

5 — ^^Are  repairs  made  by  the  tenant  or  landlord? 

6 — Was  the  building  made  tenantable  by  the  landlord  or 
the  tenant? 

7 — Is  the  business  suited  to  its  use? 

8 — Is  the  landlord  generous,  skillful  or  otherwise?  Is  it  his 
main  business  or  a  side  line? 

9 — What  allowance  should  be  made  for  structural  depre- 
ciation? 

10 — What  allowance  should  be  made  for  obsolescence? 

11 — How  much  may  be  allowed  for  janitor  service  and  re- 
pairs? 

12— What  is  a  proper  charge  for  management? 

13 — What  is  a  proper  charge  for  collection? 

14 — Are  rents  lowered  in  anticipation  of  rising  land  values? 

15 — How  much  shall  be  allowed  for  vacancies? 

In  particular  appraisals  earnings  of  a  piece  of  property  must 
of  course  be  considered.  If  vacant  property  is  leased  for  99 
years  such  evidence,  especially  where  the  rentals  are  well  se- 
cured, is  far  more  potent  in  fixing  the  value  of  the  parcel  than  is 
the  temporary  earnings  of  an  improved  site. 

The  same  thing  applies  to  earnings  of  real  estate  occupied 
by  a  railroad  company.  Such  property  may  not  be  valued  on 
the  basis  of  adjoining  property,  nor  by  comparison  with  other 
railroad  lands.  The  value  of  such  real  estate  i*^  best  indicated 
by  the  profitableness  of  its  use.  l)Ut  in  considering  the  net  earn- 
ings of  such,  or  other  real  estate,  one  must  bear  in  mind  that 
normal  use,  management  and  operation  must  be  assumed. 
Neither  the  most  nor  least  efficient  of  these  are  to  be  considered. 
Thus  the  earnings  of  a  railroad  or  office  building  or  apartment, 
imder  extra  good  or  poor  management  or  operation  or  use  af- 
ford a  poor  criterion  of  \  aluc.  The  finding  of  a  norm  in  these 
matters  is  attended  with  manv  difficulties,  involves  endless  dis- 
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cnssion.  and  broad  comprehension  of  experiences  of  similar 
ventures.  It  is  for  this  reason  that  statutes  of  various  states 
provide  for  the  valuation  of  such  ])ro])crties  on  consideration  of 
the  company's  earninj^s,  or  on  a  valuation  of  the  market  value 
of  the  company's  stocks  and  bonds.  f)r  on  consideration  of  the 
value  of  the  company's  tangible  (real  and  personal)  and  intan- 
gible  (money  and  credits)   assets. 

Property  must,  in  the  nature  of  things,  be  valued  on  its 
earnings,  where  there  is  no  market.  In  the  case  of  People  ex  rel 
Powers  V.  Kalbfleisch.  4"  X.  \.  Supp.  546,  25  App.  Div.  affirmed 
without  opinion  156  N.  Y.  678.  the  court  said,  among  other 
things : 

"While  this  property  (a  ten-story  commercial  building, 
known  as  'Powers  Block'  in  Rochester,  N.  Y.)  was  assessed  at 
$1,000,000,  it  cannot  be  said  to  have  any  market  value  for  the 
reason  that  there  is  no  other  property  like  it  in  the  city  and 
consequently  none  has  ever  l)een  put  upon  the  market." 

Likewise  in  the  case  of  People  ex  rel  New  York  Title  & 
Mortgage  Co.,  the  Court  had  before  it  the  duty  of  appraising 
premises  at  135  Broadway,  valued  approximately  at  $1,500,000. 
Considerations  were  given  to  the  opinions  of  valuation  at  which 
such  a  piece  of  property  would  sell,  but  the  Court  said: — 

"It  is  obvious  that  the  opinions  of  the  valuations  at 
which  such  a  piece  of  property  would  sell  are  necessar- 
ily somewhat  speculatixe.  The  une(|ual  and  uneven 
method  of  improvement  on  Broadway  in  this  locality 
makes  the  desirability  of  each  plot  a  matter  of  circum- 
stances and  there  can  be  no  fixed  unit  or  value  as  in  lo- 
calities where  the  improvement  follows  some  uniform 
standard.  Under  such  circumstances  the  values  ob- 
tained for  other  properties  are  not  a  dependent  criterion 
and  opinions  based  thereon  have  no  great  weight.  A 
more  satisfactory  method  is  to  take  the  property  as  a 
rent  producer  and  see  what  attraction  it  would  have  to 
a  purchaser  for  an  investment  of  moneys  to  secure  an 
annual  return." 
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Prof.  Chas.  J.  Bullock,  in  1918.  referrin.!?  to  the  Massachu- 
setts Income  Tax  Law  is  quoted  as  follows: 

"The  fundamental  basis  of  true  and  full  land  valua- 
tion is  the  actual  net  income  averaged  over  a  term  of  5 
or  10  years  and  from  an  adequate  building  occupied  by 
first-class  utilities. 

"The  true,  full  valuation  is  derived  by  ca])italizinu 
such  averag^e  income  at  a  minmum  rate  of  6%,  Avhich 
has  been  the  almost  universal  rate  of  late  }ears.  Rea- 
sonable-depreciation must  be  allowed  .\crv  year  on  the 
building  and  deducted  from   earnings." 

It  would  seem  that  with  the  public  mind  centered  during 
the  war  on  the  question  of  profiteering,  the  proper  allowances 
for  depreciation,  management,  vacancies,  fair  rentals,  etc.,  would 
have  been  standardized  by  public  authorities,  civic  institutions  or 
real  estate  experts.  Nothing  of  the  kind  exists.  The  greatest  con- 
fusion prevails.  No  standardized  gross  or  net  rental  for  resi- 
dences, apartments,  stores  or  other  buildings  is  possible.  And 
lience  no  assessment  based  on  income  would  generally  satisfy. 
Indeed,  any  such  assessment  in  its  great  variation  would  so  lose 
its  uniformity  of  character  as  to  condemn  its  continued  use. 

An  assessor  is  frequently  importuned  to  increase  assess- 
ments with  every  increase  of  rental.  Profiteers  should  undoubt- 
edly be  punished.  Yet  extra  burdens  laid  on  landlords  who 
have  increased  rentals  only  enough  to  pay  a  normal  profit  on 
present  values  can  only  injure  the  tenants'  cause — not  help  it. 
What  the  public  wants  is  more  investment  of  funds  in  new  dwell- 
ings. Exemption  of  mortgages  thus  invested,  exemption  from 
taxation  wholly  or  partially  of  newly  constructed  residences  for 
a  limited  ])eriod  will  do  more  good  than  any  other  polic3\  This 
is  especial!}-  so  \\ith  the  high  cost  of  mone\',  material,  labor  an<l 
high  j)rofit  and  return  of  industry  and  investments  therein. 

Of  late  years  there  has  been  considerable  adxocacy  for  the 
greater  exemption  from  taxation  of  residence  buildings.  In 
Toronto  working  men's  houses  up  to  $4000  are  taxed  at  a  re- 
duced rate.  '  Several  states  have  enacted  legislation  for  a  $.'^00 
homestead  building  exemption  thus  gi\ing  jioint  and  pith  to  the 


APPRAISALS  BASED  ON  EARNINGS  63 

homestead  exemption  enjoyed  in  every  state  as  against  judg- 
ment creditors.  Since  1926  the  State  of  Xew  ^'ork  exempts  in- 
vestment in  homes  from  state  taxes  and  authorizes  local  govern- 
ment to  further  exempt  such  from  local  taxation.  In  agricul- 
tural Nebraska,  the  Tax  Commission  as  long  ago  as  1914  rec- 
ommended that  improvements  be  assessed  at  7^\',  of  their  value. 
The  Farmers'  National  Council  in  1923  favored  a  similar  provi- 
sion. The  Michigan  Real  Estate  Association  in  the  year  V)ll 
recommended  tliat  buildings  be  taxed  at  one-half  the  rate  on 
land.  The  taxation  committee  of  the  Illinois  Association  of 
Real  Estate  Boards  favors  a  lower  rate  on  improvements.  In 
Pittsburgh  all  building  improvements  are  assessed  at  50%  of 
their  real  value.  It  would  be  better  that  the  practice  now  pre- 
vailing of  treating  improvements  more  liberally  than  the  land 
itself  should  be  given  legal  sanction  instead  of  .U-pL-nding  upon 
administrative  lenienc}'. 

The  American  Homes  Association.  incorp(»rated  under  the 
laws  t)f  Ohio  with  head(|uarters  at  Des  ]\Ioines.  Iowa,  is  head- 
ing a  movement  to  secure  the  exemption  from  taxation  of  all 
homes  to  the  value  of  $5.C00.  The  association  is  insisting  that 
the  home  is  not  a  ])iece  of  property  used  for  producing  profit,  but 
is  rather  the  headquarters  of  ihe  family,  where  the  children  are 
taught  to  love  the  home  and  the  community,  and  that  therefore 
it  should  not  be  made  the  vehicle  l)y  which  money  is  collected 
for  the  carrying  on  of  iniblic  business.  The  home  produces  no 
profit,  in  fact,  money  in\  ested  in  a  home  is  usually  never  recov- 
ered because  the  moment  a  family  niove^-  into  a  new  home  it  de- 
preciates in  \alue.  It  is  the  family  headquarters  which  is  the 
very  basis  on  which  government  has  always  rested  and  on  which 
it  must  always  depend  for  strength.  The  family  home  should 
never  be  threatened  because  of  taxes,  or  disaster,  or  unemplo.- 
ment.  or  sickness,  or  any  other  misfortune  coming  to  the  family. 

Section  54-K)  i)f  the  C^xle  of  Iowa  provides  for  the  formatit)n 
of  corporations  not  for  prolit,  without  caj^ital  stock  and  where 
dividends  cannot  be  paid.  The  association  is  demanding  that  a 
home  occupied  by  an  owner  shall  be  subject  to  a  tax  exemption 
of  $5,000  and  the  organization  is  ])roposing  to  extend  its  activi- 
ties to  other  states.  "Phe  reason  for  such  attempted  exemption 
is  found  in  the  general  assumption  that  the  small  taxpayei-  j^ay  . 
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en  the  highest  taxation  basis.  In  the  words  of  the  State  Tax 
Commission  of  Missouri  in  the  Fourth  Biennial  Report  1923- 
1924: 

"The  small  taxpayer  seldom  appears  before  County 
boards  of  equalization.  He  seldom  makes  much  com- 
plaint to  you,  and  if  he  doesn't  get  the  desired  relief  he 
goes  before  your  county  board  of  equalization  and  de- 
mands and  sometimes  obtains  a  lower  value.  It  is  not 
difficult  for  the  complainant  to  refer  to  some  other  prop- 
erty as  being  assessed  much  lower  than  his  own.  In- 
deed, the  complainant  rarely  knows  the  value  of  his  own 
property  and  therefore  knows  less  of  the  property  to 
which  comparison  is  made." 

In  Denmark,  during  the  year  1926,  a  law  was  enacted  author- 
izing municipalities  to  permit  certain  structures  to  be  exempt  up 
to  certain  values. 

EFFECT  OF  VARYING  INCOME 

Another  difficulty  rarely  within  the  vision  of  the  tenant  is 
the  assessment  of  identical  properties  differently,  because  of 
varying  income.  Increase  by  25  per  cent  any  one  of  four  corners 
at  any  street  intersection,  each  identical  as  to  cost,  and  com- 
plaints are  lodged  as  to  a  lack  of  uniformity.  It  would  require 
an  autocrat  to  enforce  such  assessment.  The  importance  of  uni- 
formity would  then  soon  be  appreciated  and  demanded  by  en- 
raged property  owners. 

What  a  zig-zag  and  impossible  assessment  would  arise  from 
a  sole  consideration  of  income  is  immediately  evident  on  inxesti- 
gation  of  rentals  in  any  particular  district.  For  illustration,  the 
rentals  a  few  years  ago  on  Euclid  A\enue  from  E.  14th  to  E. 
18th  Street,  in  Cleveland,  involving  a  distance  of  probably  700 
feet,  are  submitted  : 


Les.see  Rentals 

Tenant  A     $  .KM) 

Tenant  H     ?.9()() 

Tenant  C     7,500 


Ai)pr(i.\.  Size 

St 

andarclized 

Store 

Store 

Room 

20x100  ft. 

20x  98 

$  3.560 

18x100 

4,105 

K.xlOO 

y,375 
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Tenant  D    2.360  17x70  3.522 

Tenant  E     10,000  17x125  8.800 

Tenant  F     23,000  30x120  12,200 

In  the  al)Ove  calculations,  stores  less  than  18  feet  have  been 
widened  to  a  standard  store  of  20  feet  in  width,  ^\■h^lc  those 
wider  have  been  reduced  to  the  standard.  Shallow  or  deep  stores 
have  been  reduced  to  a  standard  of  100  feet  in  depth,  using^  there- 
fc-re  the  Cleveland  unit  rule-  of  value.  In  the  last  two  cases,  n 
special  allowance  was  made  because  of  a  10-foot  basement,  avail- 
able for  mercantile  purposes,  and  for  an  additional  allowance 
for  a  high  ground  floor  available  for  mezzanine  i)urposes.  The 
allowance  of  $1.00  per  scpiare  foot  or  $2,000  has  not  largely  af- 
fected the  net  rental  paid  for  the  standardized  stores  as  above 
indicated. 

It  would  seem  from  the  above  that  the  rentals  of  a  standard 
store  in  a  single  section  vary  350  per  cent.  And  yet  the  land  is 
\\orth  about  the  same  and  with  the  exception  of  the  latter  two 
stores,  the  buildings  and  ser\ice  do  not  largely  dift'er. 

How  much  rentals  vary  in  different  cities  is  shown  by  the 
following  summary  of  office,  store  and  basement  rentals  of  184 
large  office  buildings  in  the  United  States  located  in  the  large 
cities,  for  1925,  will  be  of  more  than  usual  interest. 

Number Actual  Rent — ^ 

City  Rldgs.      Office  Store         Basem't  Total  Rent 

Atlanta    6  $237.9  $215.7  $41.7  $223.6 

Chicago     23  258.8  670.2  90.1  279.1 

Cleveland     10  181.7  290.4  65.5  203.8 

Detroit    13  221.5  453.8  57.3  243.7 

Indianapolis     4             112.8  212.1  29.5  119.3 

Los   Angeles    10             224.6  .W4.()  52.6(1)      236.1 

New  York   8  344.2(3)  570.0(3)       53.0(1)       335.8(8) 

Oakland    5  233.2  518.3  ...  249.8 

Portland     10  148.2  345.5  38.8  162.8 

San    Francisco    12  203.2  517.3  02.8  231.0 

Spokane    9  141.2  251.7  44.8  163.3 

St.  Louis   8  202.8  346.4  65.7  210.8 

Seattle     5  163.9  122.1  95.6  133.4 

Total     184  $204.1  $351.1  $58.4  $225.3 

This  shows  that  the  average  office  space  in  these  cities  rented 
for  $2.04  per  square  foot  for   1Q25.     Store  si)ace  was  rented  for 
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$3.51,  while  the  basement  space  was  rented  for  $.58.  Noteworthy 
is  the  fact  that  New  York  is  getting  the  most  for  office  rental,  viz. 
$3.44,  and  that  Chicago  is  getting  the  highest  amount  for  store 
space,  viz.  $6.70  per  foot,  with  New  York  and  San  Francisco 
following.  Appraisers  of  high  class  business  property  should 
attach  some  importance  to  these  figures.  Prospectus  showing 
$3.50  for  office  space,  $5.00  and  $6.00  for  store  s])ace,  should  be 
analyzed  with  exceeding  caution,  as  belying  the  usual  run  of  e.x- 
perience  in  the  various  cities. 

Realtors  in  making  accurate  appraisals  must  consider  not 
only  present  rents  but  also  potential  rents.  Frecjuently  little 
other  evidence  is  available.  The  assessor's  task  is  a  wholesale 
one.  In  many  cities  he  appraises  thousands  of  parcels  within  a 
short  period  of  a  few  months.  ITe  cannot  in  the  nature  of  things 
follow  the  methods  of  a  close  and  tight  appraisal  of  each  parcel 
of  land  and  building. 

ENGLISH  ASSFSSMltNTS  OF  RENlWLS 

.The  difficulties  of  assessing  on  rentals  is  well  illustrated  in 
the  English  system  of  taxation  of  real  estate.  England  has  been 
assessing  real  estate  on  an  income  basis  for  at  least  fifty  years. 
With  this  experience  England  ought  to  have  perfected  standards 
C(f  income,  of  depreciation,  repairs,  of  management,  etc.  Eng- 
lish assessors  assume  a  hypothetical  occupant  and  a  hypothetical 
income  (from  year  to  year).  Assessments  are  fixed  "upon  an 
estimate  of  the  rent  at  which  the  building  might  reasonaI)ly  be 
expected  to  let  from  year  to  year  '•'  *  *  after  deducting 
therefrom  the  probable  average  annual  cost  of  repairs,  insurance 
and  other  expenses  necessary  to  maintain  them  in  a  state  to 
cc>mmand  such  rent." 

"The  probable  annual  average  cost  of  rei^airs"  would  seem 
to  indicate  that  actual  figures  of  cost  may  or  ma}'  not  be  iisod. 
But  this  is  not  the  case.  In  London  where  a  "scale  of  deduc- 
tions" (supposed  to  represent  the  probable  average  annual  cost 
of  repairs)  is  fixed  by  law,  the  maximum  allowances  permitted 
under  the  law  are  in  practice  generally  granted.  The  maximum 
statutory  allowance  is  16  2/3  per  cent  for  repairs,  insurance,  etc.. 
deducted  from  the  gross  rent  that  a  hypothetical  tenant  would 
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pay.  16  2/3  per  cent  of  the  income  means  about  3  1/3  per  cent 
of  the  capital  value  in  cases  where  the  gross  income  is  20  per 
cent  or  2j^  per  cent  where  the  gross  income  is  15  per  cent,  the 
prevailing  residential  gross  income.  Improved  premises,  when 
unoccupied,  are  not  liable  for  taxes.  The  London  assessing 
authorities  find  great  difficulty  in  imagining  this  "}ear  to  year" 
hypothetical  tenant.  It  is  easy  in  the  case  of  habitable  houses 
being  let  usually  from  year  to  year.  But  in  the  case  of  busi- 
ness property,  in  a  rapidly  rising  section,  let  for  5.  10  or  20 
years,  the  present  rent  may  be  one-fifth  what  a  tenant  might  be 
expected  to  pay  from  year  to  year. 

Considerable  sentiment  is  developing  in  Canada  and  in  this 
country  for  the  assessment  of  real  estate  on  its  rental  value  as 
in  England.  This  would  result  disastrously  for  the  cause  of 
equitable  assessments.  In  a  study  of  the  English  (and  European) 
system  of  rating  (assessing)  net  annual  rentals  as  compared  with 
the  American  system  of  assessing  capital  land  and  building  val- 
ues, one  comes  to  the  conclusion  that  the  American  s\^stem  is 
more  intelligible  and  that  assessments  thereunder  are  more 
c<jmparable.  It  taxes  hopes  of  the  future,  reduces  the  tax  on 
industry,  permits  of  less  chicanery,  collusion  and  discrimination 
and  is  less  costly.  A  comparison,  for  example,  of  the  assessment 
0/  Birmingham  and  Cleveland,  O..  a  few  years  ago.  shows  that 
the  net  annual  rental  of  Birmingham  is  much  less  than  .5  per 
cent  on  the  assessed  building  value  of  Cleveland,  although  the 
latter  is  smaller  in  population.  In  other  words,  the  land  value 
of  Birmingham  is  not  assessed  at  all. 

APPROXIMATE  APPRAISALS  BASED  ON  RENTALS 

A\'hile  assessing  for  taxation  permits  of  little  particularity 
and  precludes  a  study  of  rentals  in  each  case,  it  is  necessar}'-  that 
the  realtor,  the  inheritance  tax  appraiser  and  other  students  of 
values  have  available  some  general  rule  for  deducing  capital 
value  from  gross  rentals. 

Appraisers  frequently  adopt  a  rough  and  ready  method  of 
deducing  a  value  of  improved  and  fully  rented  property  through 
capitalizing  monthly  rentals.  The  most  common  method  as  to 
residences  is  to  consider  a  month's  rental  as  1  per  cent  of  the 
value.    For  example,  a  rental  of  $75.00  a  month  would  probably 
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indicate  a  capital  value  of  $7500.  This  method  pre-supposes  that 
12  per  cent  per  annum  is  sufficient  return  to  continue  the  invest- 
ment of  capital  in  the  industry,  which  as  to  1919  and  1920  con- 
ditions was  entirely  insufficient.  The  1920  and  1921  tax  rate  in- 
creases also  affect  the  necessary  gross  rental.  A  prominent  real 
estate  expert  after  a  study  of  the  problem  finds  that  a  gross  ren- 
tal of  15  per  cent  is  a  proper  charge  made  up  as  follows: 

2.30%  Taxes 

1.70%  Management 

2.     %  Depreciation 

2.     %  Maintenance  and  Insurance 

7.     %  Interest 


15.     %   Gross  annual  allowance 
1^4  %  Gross  monthly  allowance. 

In  other  words,  the  monthly  rental  represents  lj4  PC  cent 
of  its  capital  value. 

With  such  allowances,  it  would  be  proper  to  multiply  the 
monthly  rental  by  80  instead  of  100  as  formerly  was  commonly 
done.  Thus  the  property  at  $75.00  per  month  would  be  worth 
$6000  instead  of  $7500.  The  schedule  is  open  to  debate  as  to  the 
proper  per  cent  allowance  for  management,  likewise  for  main- 
tenance and  likewise  for  depreciation. 

The  allowance  of  2.30%  for  taxes  while  apparently  below 
the  average  may  be  considered  more  nearly  as  a  norm  when  one 
has  in  mind  that  the  prevailing  tax  rate  is  based  on  a  percentage 
appraisal.  Thus  an  80%  appraisal  with  a  tax  rate  of  $2.75  be- 
comes a  real  tax  rate  of  $2.20  per  $100. 

Another  criticism  is  that  no  allowance  is  made  for  vacancies 
which  always  occur  in  the  best  managed  properties.  In  pre-war 
times  an  alloAvance  of  one  month's  rent  (1^  per  cent)  in  the 
year  for  vacancy  or  loss  of  rent  was  not  deemed  extreme.  An 
additional  1  per  cent  for  investment  profit  and  only  .)4  of  1  per 
cent  for  vacancy  or  loss  of  rental  would  involve  a  gross  annual 
allowance  of  16y4  per  cent,  or  about  1.4  per  cent  per  month. 
These  allowances  would  require  a  multiplier  of  seventy  instead 
of  eighty  or  one  hundred.  In  the  given  case  the  property  rent- 
ing at  $75  would  be  worth  $5250.    We  have  then  on  a  rental  of 
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$75  per  month  a  deducible  value  of  $7500,  $6000  or  $5250  Avitli 
monthly  multiplying  factors  of  100,  80  or  70  respectively  as  we 
concede  the  propriety  of  various  allowances  as  elements  of  cost 
in  the  ()i)eration  of  such  projjerties. 

Criticism  has  been  offered  to  the  1.70' v'  allowed  for  niana.ne- 
ment.  Some  managers  get  5%  on  larger  accounts  and  7%  on 
smaller  accounts,  and  where  the  account  is  very  small  or  haz- 
ardous as  in  the  case  of  ])roperty  used  by  foreign  or  colored 
tenants,  they  may  get  10%,  which  latter  figure  is  usually  re- 
garded as  a  standard  rate.  But  these  percentages,  it  should  be 
borne  in  mind,  are  based  on  the  rentals  receixed.  ft  will  be 
observed,  however,  that  if  the  gross  rental  of  a  j^iece  of  property 
is  17%,  that  a  10%  management  charge  thereon  would  in\(il\e 
1.70%  of  the  value  of  the  property. 

Care  must  be  exercised  in  ii.xing  a  management  charge,  as 
some  managers  supply  their  own  office,  their  help,  and  their  su])- 
plies,  while  others  are  furnished  these  facilities  In'  the  building 
itself. 

Apartment  houses  require  such  a  large  and  varying  allow- 
ance for  depreciation  and  maintenance  that  a  standard  multinber 
of  rents  becomes  more  difficult  than  in  the  case  of  detached  res- 
idences. The  heat,  water,  janitor,  elevator,  telephone  service, 
etc.,  vary  with  each  apartment  house.  It  must  be  e\ident.  how- 
ever, that  gross  allowances  must  be  larger,  that  the  net  rental 
will  be  reduced,  that  the  nniltii)lier  will  be  smaller  than  used  for 
determining  values  of  single  houses.  If  20  per  cent  gross  charges 
should  be  allowed,  as  is  used  by  some  experts,  then  the  munthlx' 
rental  should  be  multiplied  by  60.  Mxample  :  Rentals  of  an 
apartment  house  are  $750  per  month,  $')0(X)  |)er  year,  gross  al- 
lowances 20  per  cent,  net  rentals  $7200,  is  worth  $45,000.  deter- 
mined by  multiplying  the  monthly  rental  $750  by  60.  If  24  i)er 
cent  per  annum  is  a  ])r(^per  allowance,  or  2  per  cent  per  month 
and  the  gross  monthly  rent  is  $750,  the  arithmetical  question  is 
stated  thus:  $750  equals  2  per  cent  of  what  figures?'  Answer 
$37,500  which  sum  is  secured  by  multiplying  $750  bv  .^0.  M^dm- 
lating  the  above  illustration  and  data,  the  capital  \alue  of  im- 
proxed  ])roperty  is  as  follows  with  the  following  known  monthlx' 
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rental  and  given  monthly  allowances,  with  appropriate  factors 
for  multiplying  the  monthly  rental : 


onthly 

Yearly 

Monthly 

^Multiplying 

Capitc 

Cental 

Allowances 

Allowance 

Factor 

Valu. 

$75 

12% 

1         % 

100 

$7500 

75 

15% 

I.M  % 

80 

6000 

75 

20% 

1  2/3% 

60 

4500 

75 

24% 

2        % 

50 

3750 

Benson  and  North  in  "Real  Estate  Principles  and  Practices" 
give  the  following^  table  of  percentages  of  gross  rentals  to  values : 

Yearly  Monthly 

DAvellings  12%  1% 

Cold  water  flats  12%  to  15%  1%  toll/12% 

Steam  heated  flats  15%  to  20%  1     1/4%  to  1     2/3% 

Elevator  apartments  18%  to  25%  1     1/2%  to  2  1/12% 

Loft  buildings  L5%to20%,  1     1/4%  to  1     2/3% 

Office  buildings  20%  to  25%  1     2/3%  to  2  1/12% 

In  other  words,  the  multiplying  annual  factor  in  order  to 
get  100  per  cent  is  8  for  dwellings,  as  low  as  5  for  flats,  and  as 
low  as  4  for  elevator  apartments  and  oflices.  When  calculated 
on  the  monthly  rental,  this  would  involve  a  multiplier  of  about 
100  for  residences,  60  for  flats  and  50  for  first-class  apartments 
and  ofiices. 

In  commenting  on  their  table,  they  say : 

"The  amount  of  service  given  to  the  tenants  must  be  con 
sidered  in  determining  which  rate  to  use  for  any  particular 
building.  It  should  also  be  noted  Avhether  the  rents  arc  likely 
to  be  maintained,  or  have  been  increased  as  the  result  of  a  tem- 
porary condition.  It  may  be  safer,  in  attempting  to  Aalue  some 
buildings  on  the  basis  of  gross  rental,  to  take,  not  the  rents 
actually  being  received,  but  those  which  are  recognized  as  the 
fair  rents  for  similar  space.  Apartment  buildings  in  a  ffiven 
locality  may  be  worth  on  the  average  a  rent  of  twenty  dollars 
per  room  per  month.  If  one  particular  house  happens  to  be 
rented  at  thirty  dollars  per  room  it  is  likely  that  the  owner  ha^ 
taken  advantage  of  a  temporary  shortage  of  housing  space  to 
obtain  an  unusually  large  rent.     Instances  have  been  found  in 
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which  a  building  has  been  filled  up  by  giving  special  inducements 
to  tenants  to  rent  space  in  it.  The  necessity  of  care  in  capital- 
izing gross  rents  to  get  a  vahic  is  apparent." 

These  gross  rentals  will  bear  some  further  discussion  in  the 
light  of  more  recent  experiences  and  data.  It. has  been  seen  that 
residential  o\erhead  cost,  including  a  fair  investment  return,  is 

niarer  1.^  per  cent  at  the  ])resent  time  than  12  ])or  cent. 

From  an  excellent  report,  prepared  by  Alfred  Kennedy  of 
Omaha,  chairman  of  the  apartment  house  exchange  committee. 
I'Uide  in  the  summer  of  192.\  relating  to  over  80  apartment 
houses  in  15  American  cities,  it  is  noted  that  the  average  net 
return  was  8.67  per  cent  without  any  charge  for  depreciation. 
The  net  return  was  53.24  per  cent  of  the  gross,  which  shows 
therefore  a  gross  income  of  al)out  16.28  per  cent.  It  should  be 
l)orne  in  mind  that  this  percentage  is  figured  on  land  and  build- 
ing values.  Assuming  that  the  building  value  represents  two- 
thirds  and  the  land  one-third,  having  also  in  mind  that  in  many 
cases  the  lot  area  is  unnecessarily  large  and  not  fully  occupied,  it 
is  evident  that  the  expense  of  the  building  proper  must  be  at  least 
one-third  greater  or  approximately  21.71  per  cent.  When  this  is 
applied,  however,  to  a  100  per  cent  valuation  instead  of  7?  per 
cent  it  will  involve  a  total  expense  of  about  16  per  cent  on  the 
building  value  proper.  In  the  light  of  detailed  figures  of  expense, 
the  following  set-up  of  overhead  expenses  approximates  the 
average  yearly  cost  of  such  buildings  based  on  capital  cost. 

Maintenance  and   repairs  3.00% 

Depreciation  3.00 

Insurance    50 

Tax    2.50 

Management    1.00 

Interest    7.00  (without  profit) 

\^acancies    0..^0  (6%  on  gross  rents) 

Total    17.50 

I'he  National  Association  of  Building  Owners  and  ^fan- 
agers,  in  collecting  the  experiences  of  their  respective  office 
buildings, has  done  much  in  recent  years  to  elucidate  and  classify 
various  items  of  expenditure.  1'he  1025  experience  exchange 
report  covering  147  buildings  situated  in  the  large  cities  of  the 
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United  States  gives  the  percentages  of  particular  classes  of 
expenditure  based  on  the  owner's  valuation  of  these  properties. 
The  tabulation  is  interesting"  as  showing  what  the  probable 
charges  of  structures  may  be  for  operation,  maintenance,  insur- 
ance and  taxes. 

OPERATING  COSTS  OF  147  OFFICE  BUILDINGS  IN   1925 

Percentage  on 


Operation 

A-1   Cleaning    

2  Electric   System 

3  Heating  and  Ven 

4  Plumbing    

5  Elevators     

Act 

ual  Valuation 
1.13% 
.21 
.41 
.08 
.52 
.61 
.18 
.13 

Cents  Per  \ 

20.6c 

3.9 

7.5 

1.4 

9.4 

11.1 

Z2 

2.2 

Sq.  Ft. 

tilating.  .  . 

6  General   Expense 

7  Power    

Not   Classified 

Total    .... 

Maintenance 

B-1    Alterations    

.16 
.21 
.18 

.05 

59.3- 

2.9 

3.9 

3.2 

8 

-  59.3 

2  Building   Repairs 

3  Decorating    

Not  Classified    . 

)ther)  .... 

Total    

Insurance  and  Taxes 

C-la  Insurance    (fire) 
lb  Insurance    (all    c 
2a  Property  Taxes 

.60     —     .60 

.08 

.04 
1.87 

.02 
1.21 

10.8- 

1.4 

7 

33.8 

0.5 

22.0 

-  10.8 

2b  Pers.  Prop.  Assessnients.  . 
3     Depreciation     

Total     

i.ll     —  ill 

58.5- 

-  58  5 

nsc    

Income. 

ne    

Total    Expe 
Deductions  and   Net 

7.08 

5.25 

12.19% 

128.6 
96.6 

Total    Incon 

223.7c 

From  tlic  al)()V(.',  it  ajjpears  that  the  cost  of  operation  of  147 
oftice  buildings  in  different  cities  of  the  United  States  was  3.27% 
of  the  actual  value,  .60%  for  maintenance,  3.22%  for  deprecia- 
tion, insurance  and  taxes,  property  taxes  being  1.87%,  insurance 
.12%,  depreciation  1.21%.     It  also  appears  that  the  total  gross 
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iiiCDnie  was  12.39%.  This  is  far  different  fmni  estimated  gross 
income  of  office  buildinj^s,  hereinbefore  assumed  at  20  to  259^- 
It  also  shows  that  office  l)uildin^s  are  i^encrally  makini^"  about 
5.25%.  It  should  be  noted,  however,  that  this  set-uj)  contains 
1.21%  for  depreciation  which  is  calculated  on  tiie  entire  value, 
land  and  im])ro\'ements.  Assuming-  the  building  to  be  worth 
about  as  much  as  the  land  (in  many  cases  less)  would  involve 
a  depreciation  of  2.42' <',  which  is  certainly  \'ery  ample  in  view 
of  the  knowai  experience  of  w^ell  known  buildings  erected  years 
ago.  If  5.25%  is  the  average  net  income  of  such  buildings  gen- 
erally in  the  United  States,  then  5.25%  is  the  proper  capitaliza- 
tion rate  of  net  earnings  of  office  buildings,  Avhich  would  recptire 
a  multiplier  of  19  of  the  net  earnings  to  arrive  at  the  capital 
value. 

Note  also  that  the  net  income  is  about  40%  of  the  gross, 
that  taxes  equal  about  one-third  of  the  net  profit,  in  other  words, 
represent  one-fourth  of  the  net  income  plus  taxes.  Or  put  an- 
other way,  they  represent  about  one-seventh  or  15%  of  the 
gross  income.  The  report  shows  that  the  average  office  rentals 
for  1925  were  $2.04.  store  rentals  $3.51.  and  basement  rentals 
58c,  each  per  square  foot.  The  office  \acancies  were  6.19%  of 
the  rentable  office  area  for  144  buildings. 

In  the  rent  control  laws  of  New  York  the  courts  have  been 
called  upon  to  determine  what  constituted  a  fair  return  to  the 
owner.  The  court  held  in  Hirsch  v.  Weiner,  UX)  N.  Y.  S.  Ill 
(1921),  that  a  net  return  not  in  excess  of  10%  was  not  unreason- 
able. The  court  arri\ed  at  this  percentage  because  first  mort- 
gage coupon  bonds  were  yielding  at  that  time  (1921)  8  to  8^j% 
in  New  York  City.  It  was  indicated,  however,  that  the  rate  of 
return  followed  closely  the  value  of  money  so  that  the  net  rate 
of  return  might  drop  as  low  as  6%.  See  Karrick  v.  Cantrill.  277 
Fed.  578  (1922). 

In  Hirsch  v.  Weiner  the  court  allowed  an  annual  deprecia- 
tion charge  of  2%.  However,  in  Hall  Realty  Co.  v.  Moose,  192 
N.  Y.  S.  530  (1922),  the  court  recognizes  that  any  fixed  percent- 
age cannot  properly  be  made  applicable  in  every  case.  In  Hirsch 
V.  Weiner  the  following  were  held  to  be  proper,  allowable  ;uid 
operating  expenses : 
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1.  Payments  for  taxes,  water  rates,  insurance,  and 
janitor  service ; 

2.  Necessary  legal  expenses  incurred  by  landlord 
incidental  to  maintaining  his  right  to  possession  ; 

3.  Necessary  payments  acttially  made  for  collect- 
ing rents ; 

4.  Payments  for  necessary   supplies   incidental   to 
the  use  of  the  premises ; 

5.  Payment  for  necessary  current  repairs  for  the 
year ; 

6.  Allowance  for  loss  of  rent  by  reason  of  vacan- 
cies or  tenant  failing  to  pay ; 

7.  Allowance    for     annual    depreciation,    if   estab- 
lished by  proof. 

Significant  of  the  conflict  in  this  field  as  to  the  proper  allow- 
ance and  deduction  is  the  variations  adopted  by  different  de- 
partments of  the  United  States.  In  a  study  by  the  L^nited  States 
Department  of  Agriculture  entitled  "Taxation  of  Farm  Real 
Estate  in  Indiana,"  March,  1925,  in  deducting  a  capital  value 
from  net  rentals,  the  department  allowed  a  deduction  of  3%  for 
depreciation  and  repairs,  insurance  $1  per  $100  for  city  dwell- 
ings, and  twenty-four  cents  per  $100  for  farm  dwellings  for  the 
year  1923. 

Contrast  this  depreciation  allowance  w^ith  deductions  al- 
lowed by  the  United  States  Internal  Revenue  Department  in 
the  administration  of  the  federal  income  tax:  3%  on  brick  build- 
ings and  5%  on  frame  buildings.  The  income  tax  primer  of 
1918  shows,  in  fact,  that  the  average  usable  life  of  the  frame 

building  is  25  years,  a  brick  building  35  years,  buildings  of  steel 
and  concrete  50  to  100  years.  In  the  case  involving  apartment 
depreciation  the  jury  found  that  3%  was  a  proper  rate  of  depre- 
ciation. (See  Cohen  v.  John  C.  Lowe  Jr..  234  Fed.  274.)  The 
foregoing  pertained  solely  to  the  physical  or  structural  depre- 
ciation. An  obsolescence  charge  is  also  now  permissible  under 
income  tax  administration  rulings. 

The  experience  exchange  of  the  members  of  the  Apartment 
I-Iouse  Division  of  the  National  Association  of  Building  Owners 
and  Managers  shows  the  percentage  of  gross  income  spent  re- 
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spectively  for  fuel,  repairs,  taxes  and  net  income  of  87  buildings 
as  follows:  5.05%,  9.05';;.,  12.93%,  51.31%.  The  percentage  of 
net  return  for  60  buildings  on  the  owner's  value  was  found  to  be 
5.36%.  Having  these  two  figures  before  us,  the  net  income,  the 
gross  income  and  the  percent  of  the  owner's  value  permits  a 
transmutation  of  the  fuel,  repairs  and  tax  charge  based  on  the 
owner's  value  as  follows:  Fuel  .5%,  repairs  .9%,  taxes  1.3%, 
gross  income  10.4%.  It  thus  appears  that  even  as  to  apartment 
houses  a  12%  gross  will  permit  of  a  fair  estimate  of  capital 
value.  Thus  we  find  that  the  usual  method  of  considering  a 
month's  gross  rental  at  1%  of  the  capital  value,  in  other  w^ords, 
that  the  capital  value  is  100  times  as  much  as  a  month's  gross 
rental  will  apply  as  much  to  apartment  houses  as  it  does  to 
detached  residences  or  office  buildings.  While  apartment  house 
members  of  the  National  Association  of  Building  Owners  and 
Managers  show  that  the  total  rental  income  was  around  12% 
of  the  value  of  the  property,  it  would  seem  as  though  the  mem- 
bers were  over-valuing  their  property.  A  12%  return  does  not 
admit  of  a  sufficient  charge-ofif  for  depreciation,  it  being  well 
known  that  apartment  houses  undergo  very  heavy  rates  of  depre- 
ciation structurally  by  reason  of  the  hard  usage  and  frequent 
changes  in  tenants  as  well  as  obsolescence  by  way  of  changes 
in  arrangement  of  suites,  character  of  services,  location  of  the 
building  and  style  of  architecture. 

In  the  opinion  of  the  author,  a  15%  gross  income  will  more 
nearly  comport  with  the  proper  rate  of  capitalization  of  gross 
income  of  apartment  houses,  hotels  and  office  buildings  than  will 
the  rate  of  12%  reported  to  the  National  Association  of  Building 
Owners  and  Managers.  Accordingly,  a  prominent  student  of 
land  values  appraised  detached  residences  at  1%  per  month, 
apartment  and  office  buildings  at  1%  per  month  plus  10%,  while 
for  two  and  four-family  residences  he  deducts  10%.  Thus,  the 
gross  monthly  rental  for  a  detached  residence  being  ^75,  the 
value  would  be  $7500.  The  gross  monthly  rental  of  an  apartment 
or  office  building  being  $7500,  the  value  would  be  $750,000  less 
10%  or  $75,000,  equals  $675,000.  In  cases  of  two  or  four-family 
structures,  where  lessee  pays  heat,  gas,  water,  etc..  the  rental 
being  $150  per  month  the  value,  he  figures,  would  be  $15,000  plus 
10%.  or  $1500  equals  $16,500. 


CHAPTER  6 
STORE  RENTALS 


Necessary  to  standardize  to  a  common  basis — Land  values 
deduced  from  store  rentals — Economic  rent  capitalized — 
Capitalizing  net  rentals — The  present  market  value  the  best 
basis   for  appraising. 


As  few  stores  are  of  equal  or  like  width  and  length,  in  order 
to  compare  store  rentals,  it  becomes  necessary  to  reduce  all 
rentals  to  a  common  basis,  a  standard  one-foot  front  by  100  feet 
in  depth  ;  otherwise  a  comparison  of  rentals  is  impossible.  It 
should  be  borne  in  mind  that  the  front  10  feet  of  a  store  room 
100  feet  in  depth  are  worth  at  least  five  times  as  much  as  the 
rear  10  feet  of  the  same  store,  and  that  the  front  25  feet  are 
worth  about  four  times  as  much  as  the  rear  25  feet.  Thus,  a 
store  room  1  ft.  x  25  ft.  may  pay  $5.00  per  square  foot,  while 
the  rear  25  feet  would  pay  only  about  $1.25  per  square  foot. 
Yet  such  payments  would  be  the  same  as  $2.40  per  square  foot 
for  a  store  room   1  ft.  x  100  ft.  in  depth. 

A  recent  report  indicated  that  a  store  in  the  Englewood  dis- 
trict of  Chicago  had  been  leased  for  a  term  of  years  at  the  aver- 
age rate  of  $22.22  per  square  foot.  It  was  a  cigar  store  9  x  30 
and  was  leased  at  $450  per  month  the  first  five  years  and  $550 
for  the  second  five  years.  Immediately  one  wonders  how  much 
this  rental  really  represents  and  how  it  compares  with  known 
rentals  in  other  cities.  First  determine  the  annual  rent,  namely. 
vS450  per  month  X  12  equals  $5400.  Then  find  the  rental  for 
1  foot,  viz.,  $5400  divided  by  9  equals  $600.  But  we  know  that 
the  front  part  of  a  lot  is  worth  much  more  than  the  rear,  that  a 
lot  30  feet  deep  will  rent  for  more  per  square  foot  than  a  lot 
KX)  feet.  Then  take  a  standard  depth  of  100  feet.  Under  the 
Cleveland  rule  30  feet  represents  54  per  cent  of  the  standard  lot. 
hence  a  standard  lot  1  foot  by  100  tret  dec-])  would  lease  for  $600 
divided  by  54  equals  $1666  or  $16.66  per  scjuare  foot. 

Cnless  these  factors  are  retained  in  mind,  many  shallow 
rental   spaces  on   poor   streets    will    appear   to   be   paying  much 
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more  tlian  many  deep  rental  spaces  in  the  same  neighhorliood.  or 
c\  en  in  the  highest  class  section  of  the  city.  Without  consider- 
ation of  this  fact,  a  poor  street  may  be  proven  to  be  the  most 
valuable  and  the  ])est  the  least  valual)le  street  in  a  down  town 
section. 

In  order  to  arrive  at  the  land  value  from  a  study  of  such 
rentals,  it  is  necessary  to  secure  an  estimatetl  cost  of  the  build- 
ing before  standardizing  the  rentals.  While  the  front  part  of 
a  site  is  worth  several  times  the  value  of  the  rear  part  of  the 
same  lot,  this  does  not  apply  to  the  building  which  costs  approxi- 
mately the  same  per  cul)ic  foot,  whether  it  be  the  first  twenty- 
five  feet  or  in  the  middle  or  even  beyond  the  lOO-foot  standard. 

It  becomes  necessary,  therefore,  to  arrixe  at  an  approximate 
cost  of  the  building  in  question,  or  of  a  standard  building,  then 
to  deduct  the  overhead  costs,  such  as  maintenance,  management, 
repairs,  taxes,  interest,  etc.  and  capitalize  the  remainder  to  land 
value  and  then  to  reduce  it  to  a  standard,  .^uch  building  costs 
xary  with  the  height  of  the  floors  and  the  character  of  construc- 
tion. Some  high-class  buildings  cost  from  50c  to  It'^  per  cubic 
foot  and  even  more,  while  cheaper  one-story  store  fronts  and 
basements  with  hot  air  furnace  may  cost  but  15c  per  cubic  foot. 

In  the  high-class  building,  the  basement  will  l)e  found  to  be 
perhaps  ten  feet  high  and  more,  \vhile  the  first  floor  may  be 
tAvent}'  feet  high.  The  cheaper  l)uilding  may  liave  a  ])artial  base- 
ment, eight  feet  high  Avith  floor  and  have  a  store  twelve  feet 
high.  Taking  a  store  1  ft.  x  100  ft.  in  dimensions,  a  large  cost 
variatitjn  is  shown.  Taking  the. better  building,  a  10  ft.  basement 
plus  a  20  ft.  store  height,  equals  30  feet  high  by  100  feet  deep, 
equals  3000  cubic  feet  multiplied  by  50c  equals  a  cost  of  $1500 
per  standard  foot  of  1  foot  by  100  feet  in  depth,  or  $2250  if  the 
building  costs  75c  jier  cubic  foot.  Taking  now  a  cheaper  builil- 
ing  of  8  feet  basement  and  12  feet  store  height  at  a  15c  cost,  n 
cost  of  $300  per  standard  foot  is  established.  If  the  building  is 
longer  or  shorter,  a  ])roportionate  part  must  be  taken.  Tliis 
estimate  of  a  cubical  contents  building  cost  will  be  necessar\ 
whether  the  store  building  is  a  single  complete  U'.iit,  or  mereh 
a  part  of  a  large  building. 
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It  will  next  be  necessary  to  arrive  at  a  theoretical  store 
rental  value,  unless  the  existing-  store  rental  may  be  taken  as  a 
standard.  This  process  will  not  be  necessary  if  the  site  value  is 
to  be  deduced  from  the  actual  rental  under  an  existing  lease. 
But  where  the  store  room  is  not  modern,  or  where  it  is  an  old 
lease  and  when  a  value  is  to  be  arrived  at  from  rentals  which 
might  be  secured  at  the  present  time,  a  present  lease  on  a  present 
standard  of  rentals  in  a  suitable  building  must  be  assumed. 

To  arrive  at  the  value  of  a  particular  site  through  an  analysis 
of  rentals  requires,  then,  first,  an  examination  of  recent  leases 
in  the  neighborhood,  avoiding  if  possible  corner  rentals  which 
necessarily  must  bring  higher  figures  and  be  less  comparable, 
except  through  a  laborious  and  intricate  calculating  process ; 
second,  reduction  to  a  standard  lot,  1  ft.  x  100  ft. ;  third,  deduc- 
tion of  building  investment  costs;  fourth,  capitalization  of  the 
rentals  remaining.  If  the  rentals  examined  represent  neighbor- 
hood stores  of  sites  developed  to  their  highest  utility,  a  very 
close  approximation  of  the  site  value  will  then  be  possible. 

It  must  be  remembered  that  store  rentals  paid  by  a  tenant 
include  taxes  on  land,  as  well  as  on  that  part  of  the  building 
necessary  to  the  tenant's  use  and  occupancy,  namely,  the  ground 
floor  and  basement.  The  rentals  must  be  sufficient  to  cover  out- 
side repairs,  insurance  and  depreciation  of  such  part  of  the 
building  specified.  As  the  average  building  will  ordinarily  stand 
vacant  during  part  of  its  life,  an  allowance  therefor  must  be 
made.  As  banks  and  investors  demand  at  least  7  per  cent  for 
loanable  funds  for  building  purposes  on  leased  land  and  as  the 
owner  must  have  some  prospective  profit,  let  us  say  1  per  cent, 
8  per  cent  of  such  a  normal  investment  is  a  necessary  charge. 
After  deducting  these  necessary  costs,  the  balance  will  represent 
rentals  being  paid  l^y  the  tenant  for  the  use  of  the  site,  which 
capitalized  at  the  market  rate  of  money  as  to  such  investment 
will  produce  the  economic  value  of  the  land. 

ECONOMIC  RENT   CAPITA!  TZKI) 

Let  us  assume  a  store  in  a  medium  priced  building,  repre- 
senting an  adequate  adaptation  to  site,  well  leased  to  its  best 
use,  renting  for  $80(X).    The  site  leased  is  1.^0  feet  derp,  the  store 
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rented,  outside  measurement  is  20  x  100  feet  of  a  lari^er  buildinu. 
the  neighborhood  a  well  developed  locality  in  a  large  city  which 
/his  110  spcctilatk'c  xaliic  to  rcicard  it.  What  land  value  is 
deducible  from  such  rental?  First  determine  the  building  value. 
In  this  case  the  part  of  the  building  leased  is  equivalent  tf>  a 
building  t\venty-H\e  feet  high  (one-story  fifteen  feet  and  base- 
ment ten  feet,  calculated  from  the  bottom  of  the  basement  floor 
to  the  second  story  floor)  by  100  feet  deep  by  20  feet  wide  wdiich 
equals  5000  cubic  feet  and  multiplied  by  50c  per  cubic  foot 
equals  $25,0(X)  ($1250  for  1  ft.  x  100  ft.).  As  the  landlord  sup- 
plies the  building,  pays  for  repairs,  insurance,  taxes,  nuist  bear 
depreciation,  these  oxerhead  costs  must  be  deducted.  In  fixing 
these  overhead  costs,  we  encounter  great  differences  of  opinion 
as  heretofore  expressed.  However,  we  will  use  minimum  esti- 
mates. 

Fixed  Charges  on  a  One-Story  Building 

6%  on  Building  A^alue  $25,000 $1500 

2%  Depreciation    500 

'3%  Taxes  on  70%  Assessment 525 

3%   Insurance,  Repairs,  Management,  etc 750 

Total  Fixed  Charges $3275 

6%  Vacancy  of  $8000  Gross  Rental 480 

Total  Overhead  Building  Costs  (about  2%  of  $25,000)  $3755 

l^educting  the  $3755  building-  costs  from  the  aggregate 
rental,  namely,  $8000,  leaves  $4245  as  representing  the  land 
rental,  which  capitalized  at  8.1%,  6%  for  investment  and  2.1% 
land  tax  ($3.00  rate  on  a  70%  assessment),  equals  $51,173,  rep- 
resenting the  land  value  of  the  lot  20  feet  wide,  or  $2558  per 
running  foot,  or  $2224  per  standard  foot. 

In  the  above  calculation,  a  3  per  cent  tax  rate  has  been 
assumed.  This  can  be  modified  to  suit  local  conditions.  Like- 
wise, the  proportion  of  assessment  to  cost.  The  3  per  cent  for 
insurance,  repairs,  management,  etc.,  will  be  found  to  be  a  fair 
charge.  The  6  per  cent  vacancy,  measured  on  the  full  rentals, 
is  not  excessive.  The  Association  of  Building  Owners  and  Man- 
agers of  Detroit,  likewise  of  Cleveland,  found  10  per  cent  to  more 
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nearly  represent  the  proportion  of  vacancies  of  ofifice  s])ace  in 
the  year  1923. 

The  3  per  cent  \vi\]  require  ^■ariation  according  to  the  char- 
acter of  structure  and  its  use.  The  6  per  cent  vacancy  measured 
on  full  rentals  is  not  excessive.  The  Associations  of  Building- 
Owners  and  Managers  of  Detroit  and  Cleveland  found  10  per 
cent  to  more  nearly  represent  the  proportion  of  vacancies  of 
office  space  in  the  year  1923,  while  during  the  year  1926  it  uas 
greater.  The  tax  rate  on  actual  valuation  of  175  buildings  in  the 
United  States  represented  by  the  National  Association  of  Build- 
ing Owners  and  Managers  reported  an  average  rate  of  $1.87  per 
hundred. 

Great  variation  may  be  found  not  only  in  the  character  of 
the  structure  but  in  the  amount  of  space  comprising  a  store. 
High-class  structures  cost  from  50c  to  75c  and  more  per  cubic 
foot,  and  run  from  100  to  200  feet  deep,  sometimes  even  more. 
Such  stores  generally  have  high  ceilings,  perhaps  15  to  18  feet, 
with  10  to  12  foot  basement.  They  frequently  involve  extra 
plumbing,  toilet,  water,  janitor's  services,  elevator,  side  or  rear 
ahey  entrance  and  other  advantages  not  enjoyed  by  cheaper 
stores. 

As  the  available  rent  decreases,  investors  find  it  necessary 
to  curtail  all  along  the  line,  providing  less  substantial  structures, 
Jess  ornamentation,  less  height  for  first  floor  or  basement,  cur- 
tailed services,  and  lessened  facilities,  until  the  cheapest  class 
may  represent  a  one-story  frame  structure  40  feet  deep,  with  a 
gravel  roof,  perhaps  even  without  a  basement,  and  with  no  serv- 
ice whatsoever.  It  is  necessary  to  olxserve  that  taxes,  mainte- 
nance, insurance  and  depreciation  all  change  with  variations  in 
kind  and  size  of  structure,  hence  the  difficulty  both  of  construct- 
ing a  table  of  building  costs  per  standard  foot  of  so  many  dififer- 
ent  types  or  deducting  a  per  standard  foot  building  value  for 
discovering  the  residual  land  value  or  of  creating  an\-  multi- 
plier of  store  rentals  to  arri\e  at  land  \  alues. 

The  rate  of  capitalization,  as  usual,  becomes  the  most  im 
portant  factor.     Shall  we  capitalize  at  6,  7  or  8  per  cent  in  deter- 
mining the  proper  rate?     It  is  well  to  observe  that  office  build- 
ings represented  by  the  National  Association  of  Building  Owners 
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and  Managers  sliow  a  net  income  of  about  5.05  per  cent  for  l'>24. 
while  for  1925  the  net  rental  income  was  about  5.25  per  cent  on 
the  actual  valuation  of  land  and  l)uildin_2^. 

During  and  after  the  (ireat  W  ar,  courts  were  called  u])on 
under  rent  fixing,  or  limiting  laws  to  decide  what  constitutes  a 
proper  return  on  ai)artment  house  in\estments.  As  a  rule  they 
refused  to  fix  a  definite  rate  of  return,  but  they  did  in  several 
instances  hold  that  anything  less  than  6  per  cent  net  was  con- 
fiscation. (See  Moore  &  Hill  v.  Marshall,  266  Fed.  Rep.  990; 
Kennedy  Bros.  v.  Sinclair,  2H7  Fed.  Rep.  972.) 

In  arriving  at  a  net  return,  it  is  pro])er  to  charge  off  for  loss 
of  rents  and  vacancies.  If  the  average  for  a  number  of  years  is 
available  that  would  undoubtedly  give  great  weight.  In  the 
absence  of  such  data,  the  experience  of  other  buildings  of  the 
same  type  in  the  same  neighborhood  would  be  the  next  best 
testimony.  Building  owners  and  managers  feel  that  6  per  cent 
of  the  gross  rents  realizable  when  the  building  is  full,  is  not  an 
exorbitant  allowance.  (Karrick  w  rantrill,  290  Fed.  Rep.  321; 
Kennedy  Bros.  v.  Sinclair,  2^7  Fed.  Rep.  y)72.) 

W.  Edwin  Blair,  a  leading  operator  and  aj^praisal  authority 
of  the  National  Real  b'state  Journal,  in  July,  1924.  stated  that  the 
gross  rents  of  apartment  buildings  should  be  14.28%,  made  up 
as  follows:  Taxes  2'^)^,  vacancies  .83%,  repairs  .83%,  insurance, 
water,  etc.,  .04^'^,  light  in  public  halls,  etc.,  .04%.  janitor,  watch- 
man, telephone  operator,  scrub  women,  etc.,  .75%,  management 
.50%,,  heat  .70^,,  dei)reciati()n  2.59%,  total  8.28%  plus  net  income 
6%  equals  14.28%>.  It  will  l)e  noticed  that  operating,  mainte- 
nance, management  and  insurance  and  water  total  2.86%. 

As  to  residences,  Mr.  Blair  usually  a])praises  residence 
rentals  by  capitalizing  at  11.5^f.  of  the  gross,  in  other  words, 
approximately  the  customary  \^/i  pvv  month,  so  that  a  rental  of 
$75  per  month  would  indicate  a  \abie  of  $7500. 

The  net  i)rofits  of  cori)orations  in  general  may  also  be  scru- 
tniized  for  some  light  on  the  subject,  for  it  is  admitted  that 
capital  is  ever  on  the  alert  to  lea\e  one  t'uld  for  any  other  afi<^rd- 
ing  greater  profits,  and  that  building  ])rorits  must,  in  the  long 
run,  average  with  other  business  profits.     The   following,  taken 
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from  data  of  the  United  States  Chamber  of  Commerce,  shows 
the  percentages  of  gross  receipts  of  all  corporations  in  the 
United  States  for  the  years  1920  and  1923: 

Construction  Co. 
1920  1923  1923 

Cost  of  goods 63.937c  61.93%  68.12% 

Compensation  of  officers 2.96  2.17  4.19 

Interest  paid    2.40  2.75  1.22 

Depreciation,  amortization  and 

depletion      2.12  2.62  1.79 

Miscellaneous  expenses    23.50  22.75  20.68 

Taxes  other  than  federal  excess 

profits  and  income  taxes 1.01  1.37  0.50 

Federal  Excess  profits  and  income 

taxes     1.38  0.78  0.51 

Net  profits  after  all  taxes 3.60  5.63  2.99 

It  will  be  noted  from  the  above  that  the  net  profits  after  all 
taxes  are  paid  accruing  to  all  corporations  in  the  United  States 
tor  the  year  1920  (an  abnormal  year)  was  3.60%,  while  for 
1923  the  net  profits  were  5.63%. 

Examining  particularly  the  construction  field,  we  find  that 
the  net  profits  after  all  taxes  were  paid  was  2.99%,  in  other  words, 
approximately  3%.  It  would  seem,  from  this  material,  that  cor- 
porations as  a  rule  and  on  an  average  do  not  realize  over  6%. 
It  is  well  known,  of  course,  that  many  corporations  realize  much 
more.  On  the  other  hand,  almost  50  per  cent  of  the  corporation^^ 
report  a  deficit  under  their  federal  income  tax  statements.  It 
may,  therefore,  be  regarded  as  exceedingly  fair  to  use  a  6  per 
cent  basis  for  capitalizing  the  net  income. 

The  foregoing  discussion  pertains  to  a  procedure  for  dis- 
covering land  value  from  store  rentals.  It  should  be  noted,  how- 
ever, that  the  result  will  give  the  economic  land  value  only  and 
not  the  market  value. 

From  the  above,  it  becomes  evident  that  the  rule  of  thumb 
method  of  estiinating  land  values  from  store  rentals  by  multi- 
plying the  front  foot  or  even  standard  foot  rental  by  8  or  10  is 
erroneous.  From  the  gross  annual  rental  per  foot  for  land  and 
building  it  is  necessary  to  deduct  the  overhead  building  costs 
per  foot,  varying  from  ^50  to  $150  and  capitalize  the  balance. 
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This   might   result  in   a   factor  of   from    1    to    12,  depending  on 
conditions. 

Noteworthy  is  the  paragraph  in  the  1923  experience  ex- 
change report  of  the  National  Association  of  Building  Owners 
and  Managers,  page  26,  to  the  effect  that  the  value  of  land  is 
approximately  sixteen  times  the  value  of  the  store  rent.  The 
report  sets  forth  a  method  for  determining  proper  store  rentals 
as  follows :  "Take  6  per  cent  of  the  assessed  value  of  the  land 
as  the  amount  which  should  be  received  from  the  entire  first 
floor  rent  space  of  the  building."  In  other  words,  the  land  value 
is  about  sixteen  and  two-thirds  times  the  rental  value.  In  the 
author's  opinion,  how-ever,  this  factor  of  16  is  excessive  and  was 
[>robably  made  as  a  conservative  factor  by  interested  owners  for 
the  purpose  of  insuring  adequate  rentals. 

In  the  1923  experience  exchange  report  of  the  National 
Association  of  Building  Owners  and  Managers,  store  rentals  are 
classified  from  which  to  deduce  percentage  of  land  value  assess- 
ments as  follows : 

Store  Rental  equals  6%  of  Land  \alue  assessment  where 
it  exceeds  $6000. 

Store  Rental  e(|uals  lO'^r  of  Land  A'alue  assessment  where 
it  is  $2500. 

Store  Rental  equals  19%  of  Land  X'alue  assessment  where 
ii  is  $1000. 

As  assessments  were  based  on  about  53.7%  on  land  \alue 
we  may  deduce  the  following  table  of  land  value  assessments, 
full  land  value,  per  cent  store  rentals  to  the  former,  per  cent 
store  rentals  to  the  latter  and  proper  multiplier  in  the  respective 
cases.     (See  P.  25—1923.) 

Store  Rentals 

Per  Cent  to  Assessment.  Also  to  l-'ull  X'alue 

Assessed  Ratio                       .\pproxiiuate       Ratio 

No.                 Land  Rental  to  Multiplier  Full  Land     Rental  to  Multiplier 

Bldgs.             X'alue  .Assessment  Required      X'alue     .Assessment   Required 

9              $7,5()0  (and  6%             16            $10,87.S               A^{             25 
over) 
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9 

4,500 

7% 

14 

6,525 

5% 

20 

15 

2,500 

10% 

10 

3.625 

7% 

14 

17 

1,000 

19% 

5 

1.450 

13% 

8 

The  above  table  is  taken  from  a  study  of  a  report  of  91 
buildings  to  the  National  AssociatiiMi  of  Building  Owners  and 
Managers  and  is  taken  from  the  1*^23  experience  table.  The 
study  was  made  by  the  association  for  the  purpose  of  arriving 
at  the  percentage  which  the  ground  floor  store  buildings  pay  on 
land  value  assessments.  While  the  number  of  buildings  report- 
ing was  91,  the  above  table  gives  the  data  as  to  only  50  build- 
ings, the  remaining  number  of  buildings  having  reported  values 
at  intermediate  points. 

The  land  value  in  the  second  column  is  the  assessed  value 
and  the  ratio  in  the  third  column  expresses  the  relation  store 
rentals  bear  to  the  assessed  land  value.  This  table  then  shows 
that  as  to  land  values  exceeding  $7500  the  store  rentals  are 
approximately  6  per  cent  of  such  assessed  value.  In  other  words, 
a  multiplier  of  16  is  necessary  in  order  to  arrive  at  a  proper 
assessable  land  value.  A\'here  the  assessed  land  value  is  $1000. 
it  will  be  noted  that  the  store  rentals  average  much  higher — in 
fact,  19  per  cent  of  the  assessed  land  value.  In  other  words,  a 
multiplier  of  5  applied  to  the  store  rental  will  indicate  the 
assessed  land  ^'alue. 

It  should  be  noted  in  the  above  paragraph  that  the  con- 
tinual expression  is  "assessed  land  value."  In  view  of  the  fact 
that  the  assessments  for  that  year  were  approximate- 
ly 68  per  cent  of  the  full  valuation,  it  will  be  neces- 
sary to  make  some  modification  of  the  data  based  on  the  assessed 
value  in  order  to  get  the  ratio  on  a  full  value  and  the  various 
multipliers  resulting  therefrom.  .Accordingly,  the  approximate 
tull  land  value  is  given  in  the  fifth  column.  The  ratio  of  the 
rentals  to  such  full  land  \alue  and  the  multiplier  required  to 
arrive  at  the  full  land  value  are  given  in  the  next  two  columns, 
the  full  land  value  being  assumed  to  be  approximately  45  per 
cent  greater  than  the  land  value,  the  45  per  cent  being  obtained 
on  the  assumption  that  the  assessed  land  value  averages  about 
68  per  cent  of  the  full  \alue. 

Up  to  this  point  we  have  been  considering  the  method  of 
arriving  at  land  values  where  the  store  rent^ils  are  known.     The 
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question  frequently  arises  as  to  how  store  rentals  may  be  proven. 
For  instance,  in  an  action  by  a  landlord  against  a  tenant,  occu- 
pied upon  an  uncertain  tenure,  when  suit  is  brought  to  recover 
for  use  and  occupation  for  the  time  occupied,  the  primary  ques- 
tion is  what  was  the  fair  rental  value  of  the  premises  as  occupied 
under  all  the  circumstances  of  the  case.  Can  the  fair  rental  value 
be  deduced  from  testimony  as  to  the  value  of  the  real  estate? 
In  Cahoon  et  al.  v.  Kinneon,  46  O.  S.  590,  it  was  held  that  evi- 
dence of  the  value  of  the  real  estate  itself  is  not  competent  as 
bearing  upon  the  question  of  rental  value  and  that  the  evidence 
had  to  be  confined  to  the  fair  rental  value  of  the  premises.  Of 
course,  this  decision  is  good  logic,  as  it  is  known  that  real  estate, 
especially  of  a  speculative  nature,  often  does  not  produce  suffi- 
cient rental  for  a  short  period  of  time  to  justifx'  the  existing 
sales  prices. 

In  the  foregoing  was  considered  methods  for  arriving  at 
the  economic  \aliie  of  land  when  the  building  was  adequate  for 
the  best  use  of  the  site.  Frequently  the  site  is  there,  but  a 
building  suitable  to  the  needs  of  the  community  is  ncjt  there. 
I  low  in  such  a  case  can  land  value  be  arrived  at  through  a  capi- 
talization oi  rentals?  This  cannot  be  done  unless  one  arrives  at 
a  reproductive  building  value  less  depreciation  for  age,  obsoles- 
cence, lack  of  suitability  of  the  structure  to  the  needs  of  the 
neighborhood,  etc.  'lliis  is  a  difficult  matter,  calling  for  the 
l)est  efforts  of  experts. 

For  almost  a  century  l^Aiclid  Avenue  in  C"le\  eland  was  one 
of  the  most  excltisive  residential  streets  in  the  I'nited  .'states. 
Residences  costing  from  $100,000  to  $600,000  were  erected  up  to 
the  year  1910.  This  street,  in  the  section  referred  to.  is  now 
selling  for  commercial  jnu-poses  for  from  $1000  to  $3000  per  front 
foot.  Residence  buildings  are  practically  \\urthless,  since  the 
values  given  contemplate  use  of  the  land  for  commercial  pur- 
poses. However,  as  a  site  with  a  building  on  it  is  worth  more 
as  a  taxpayer  than  a  vacant  site,  pending  (le\eli>]inient,  such 
building  should  be  appraised  at  a  nominal  value,  perhaps  a  year's 
rental. 

^rhe  al)()\e  refers  to  a  growing  section,  changing  fmni  one 
use    to   another.      Mow    about   the    nian\-    down  town    and    other 
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retail  streets  where  buildings  are  not  entirely  obsolete?  Can 
land  values  be  arrived  at  through  a  capitalization  of  net  rentals? 
Manifestly  not.  Since  the  site  is  not  adequately  improved,  the 
actual  rentals  will  be  no  criterion,  either  to  arrive  at  a  land  or 
building  value. 

On  the  other  hand,  may  the  building  value  be  secured 
through  a  capitalization  of  the  net  rentals?  Again  and  for  the 
same  reason  one  is  unable  to  deduce  a  building  value  from  the 
actual  rentals.  But  if  one  could  determine  the  land  value  from 
sales,  leases,  comparison  with  other  rentals,  by  deducting  the 
land  rentals  from  the  gross  rentals,  one  would  ascertain  a  net 
rental  which  could  be  capitalized  into  the  value  of  the  partial!}' 
obsolete  structure. 

It  is,  therefore,  manifest  that  to  deduce  value  of  a  particular 
site  or  building,  one  must  have  the  value  of  the  building  to  get 
the  site  value,  the  value  of  the  site  to  get  the  building  value,  or 
ideal  rentals  to  get  either  land  or  building  value  therefrom.  Of 
course,  it  is  possible  to  ascertain  the  worth  of  a  particular  site 
or  building  or  both  "to  the  owner"  from  a  given  amount  of 
rentals.  But  this  is  of  rare  concern,  as  the  owner  must  charge 
himself  not  with  actual  rent  but  with  possible  realizable  rent 
from  the  public  for  its  best  use.  The  difiference  he  could  secure 
in  a  sale  of  the  premises. 

VALUATION    THROUGH    CAPITALIZATION    OF    NET 

RENTALS 

When  a  site  is  improved  to  its  best  use.  will  a  capitalization 
of  the  net  rentals  correctly  appraise  the  land  and  building,  as  so 
many  writers  contend?  Evidently  not.  Experience  shows  that 
n<any  properties  are  improperly  managed  or,  on  the  other  hand, 
well  managed.  Many  investments,  poorly  managed,  prove  prof- 
itable in  the  hands  of  a  wide-awake  operator.  Others  are  so 
managed  that  the  last  possible  dollar  is  earned.  As  to  poorly 
managed  property,  an  abatement  is  frequently  sought ;  but 
assessors  have  also  had  requests  not  to  value  on  earnings  because 
of  the  excellent  management  and  abnormal  profits.  The  prop- 
erty must  be  charged  with  normal  costs  and  credited  with  normal 
rentals  which  will  then  be  capitalized  into  j^roper  value.      Even 
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so,  structures  are  frequently  erected  in  rapidly  growing  districts 
and  cities  far  ahead  of  their  need.  A  capitalization  then  of  the 
present  earnings  takes  no  consideration  of  the  future  earnings 
relied  on  by  the  investor.  The  capitalization  \aluc  Sdlely 
through  a  consideration  of  present  rentals  is  inadequate. 

Under  such  circumstances,  some  writers  project  a  line  of 
increasing  rentals  to  produce  the  value  anticipated  by  the  l)uild- 
ing  or  investing  promoter.  They  contend  that  a  proper  appraisal 
of  real  estate  involves  a  correct  assumption  as  to  the  future 
utilization  of  parcels  of  land  and  that  an  api)raisal  thereof  must 
involve  not  only  an  appraisal  of  today's  value,  but  that  an  addi- 
tional value  must  be  added  based  on  the  tendency  of  the  market 
in  the  past.  In  other  words,  if  land  values  (and  building  values) 
increased  50  per  cent  during  the  last  ten  years  it  follows,  so  they 
say,  that  a  correct  appraisal  today  must  show  a  like  addition  for 
the  next  ten  years  to  today's  value.  The  statement  of  the  pro- 
cedure in  the  light  of  recent  experience  is  enough  to  condemn  it. 
For  the  same  reason,  if  land  values  should  have  declined  .30  per 
cent  from  the  1924  high  peak  of  speculation  to  the  year  of  1927, 
it  would  be  necessary  to  reduce  the  present  level  of  prices  a 
further  30  per  cent! 

There  is  only  one  way  to  appraise  land  values.  Not  by 
speculating  as  to  the  future,  but  by  finding  the  present  market 
value,  influenced  as  that  is  by  thousands  of  potential  investors, 
ready  to  buy  or  sell  for  good,  bad  or  indifferent  reasons,  balanced 
by  the  availability  of  credit,  and  by  business  and  investment 
conditions.  The  realm  of  speculation  for  a  rise  or  fall  is  outside 
the  sphere  of  the  scientific  appraiser. 

The  price  comparison  basis,  instead  of  being  the  poorest 
method  of  checking  a  value,  is  the  primary  method.  Of  course, 
an  appraiser  must  invoke  every  method  for  checking  his  ap- 
praisal. Net  income,  leasehold  value,  fee  sale  value,  reproduc- 
tion building  less  depreciation  value,  cost  value,  capitalization  of 
present  worth  of  rentals,  comparisons  with  recent  similar  prop- 
erty sales,  asking  prices — these  things,  of  course,  all  should  be 
known  and  considered.  For  any  appraisal  made  withi^ut  con- 
sidering every  available  source  of  information  depreciates  the 
value  of  the  appraisal.     Most  investors  rely  <^n   simple  patent 
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facts,  rather  than  secret  processes,  rely  on  what  other  similar 
property  has  sold  for,  rely  on  easily  provable,  comprehendible 
and  discernible  facts — these  things  which  so  largely  control  the 
stock  market,  more  largely  fix  the  real  estate  market.  Few 
people  care  for  the  intrinsic  value  (if  there  be  such)  of  real 
estate  or  shares  of  stock  or  other  property.  They  think  rather 
of  their  investments  from  a  market  and  earning  standpoint. 
And  whatever  the  intrinsic,  future,  potential  or  real  value  may 
be  is  immaterial  in  the  realm  of  economies  and  prices.  What 
it  will  bring,  no  matter  how  ignorant  the  buying  public  may  be, 
is  the  sole  consideration  to  95  per  cent  of  the  owners  of  property. 

As  to  vacant  property,  the  recent  sales  price  of  similar 
lands  is  the  best  criterion  of  value.  As  to  improved  property, 
the  like  standard  of  price  comparison  will  prove  the  best  meas- 
ure. When  this  is  procured  with  difficulty,  as  in  the  case  of 
office  buildings,  department  stores  or  other  properties  seldom 
dealt  in,  one  must  rely  on  discovery,  first,  of  the  value  of  the 
land  in  comparison ;  second,  of  the  value  of  the  building  on  a 
reproductive  cost,  less  depreciation,  structural  and  obsolescent, 
when  the  building  is  improved  to  its  highest  and  best  use  ;  third, 
of  a  capitalization  of  the  earnings  of  the  property;  fourth,  the 
market  value  of  securities,  for  example,  land  trust  certificates, 
or  capitalization  of  given  rentals,  mortgage  bonds,  leasehold 
bonds,  and  capitalization  of  net  earnings,  as  the  case  may  be. 

In  the  case  of  single  purpose  utilities,  such  as  big  league 
baseball  properties,  public  utilities  and  other  monopolistic  or 
quasi-monopolistic  properties,  the  capitalization  of  the  earnings 
compared  with  the  market  value  of  its  stocks  and  bonds  will  be 
found  to  be  the  best,  in  many  cases,  the  only  available  or  reliable 
measure  of  the  value  oi  the  i)r()])erties  in  the  aggregate.  The 
value  of  the  integral  parts  of  such  systems  is  jjure  conjecture. 
It  will  be  borne  in  mind  that  we  are  here  dealing  with  the  value 
of  the  entire  estate.  (See  Adams  Express  Co.  case.  Supreme 
Court  of  U.  S..  166  U.  S.   185.) 


CHAPTER  7 

SALES,  BUILDING  PERMITS  AND  REVENUE  STAMPS 
AS  EVIDENCES  OF  VALUE 


Neighborlutod  sales  are  extremely  useful — How  wide  an  area 
to  study — Building  permits  of  questionable  value,  as  lliey  can- 
not be  reconciled — Revenue  stamps,  when  used,  gave  little 
lielp    in    rcacliint;    correct    conclusions. 

In  making  land  appraisals,  the  following-  is  the  usual  classi- 
fication and  order  of  study  made  l)\  the  appraiser:  Inspection 
and  general  study,  sales  of  real  estate,  tax  assessments,  rentals, 
\alue  of  opinions  of  land  dealers,  value  of  opinions  of  land 
owners,  character  of  buildings  as  an  index  to  land  values,  and 
real  estate  for  sale.  The  best  evidence  of  value,  of  course,  is 
neighborhood  sales  which  have  been  consummated.  This  matter 
has  so  well  been  considered  by  McMichael  and  Ringham  in  "City 
'/irowth  and  \'alues"  (1923)  that  liberty  is  taken  to  quote  their 
analysis  of  this  subject: 

"The  problem  of  analyzing  sales  to  discover  market  value  is 
somewhat  simplified  if,  in  the  district  where  the  land  is  located, 
land  values  are  relatively  stable.  Then  an  appraiser  may  use 
sales  of  nearby  lands  as  criteria  of  value.  If,  howe\  er,  specula- 
tive conditions  exist,  he  must  also  weigh  the  relative  change  in 
\  alue  of  lands  used  for  the  same  purpose  even  if  differing  con- 
siderably in  location  and  quality  and  not  be  guided  entirely  by 
sales  in  the  immediate  neighborhood. 

"Scattered  sales  do  not  represent  stable  market  prices  as  a 
general  rule.  Often  sellers  forced  to  sell  are  discouraged  in 
holding  their  property  or  are  influenced  to  sell  for  reasons  which 
should  not  and  do  not  fundaiuentally  control  \alues.  Likew'ise 
a  purchaser  may  i)ay  more  than  a  tract  of  land  is  worth  l>ecause 
of  some  reason  which  makes  the  parcel  of  particular  interest  or 
value  to  hiiu. 

"Sales  are  frecpient  when  \alues  are  fluctuating  rapidly  and 
a  speculatixe  market   condition   exists.     This   fact   tends   to  keep 
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the  price  fairly  well  marked.  When  sales  are  rare,  values  are 
somewhat  more  stable  and  normal  and  in  the  absence  of  sales  to 
indicate  the  market,  the  appraiser  must  seek  evidence  of  value 
from  rentals  and  income  to  assist  in  the  valuation. 

"Investigation  of  sales  comes  next  in  order.  In  analyzing 
.'-ales  it  is  necessary  to  weigh  each  transaction  before  accepting 
it  as  a  criterion  of  value.  /;;  an  active  market  with  many  sales 
uccuring,  transactions  covering  not  to  exceed  the  period  of  a 
year  should  be  given  consideration.  Sometimes  an  examination 
over  only  a  few  months  ivill  he  sufficient.  Where  tra)isfers  are 
infrequent  then  perhaps  an  cxatnination  should  cover  the  period 
of  two  or  three  years.  Occasionally  it  is  necessary  to  consider 
sales  beyond  that  time.  Asking  price  is  rarely  a  criterion  of 
value. 

"The  area  reviewed  should  compare  as  nearly  as  possible 
in  character  with  the  land  to  be  appraised.  In  business  districts 
it  is  usually  sufficient  to  consider  only  transfers  of  properties 
upon  the  same  street  and  within  a  few  hundred  feet  of  the  prop- 
erty in  question.  Sometimes  like  or  similar  tracts  upon  different 
streets  may  be  compared  in  order  to  ascertain  values.  AVhere 
corners  are  involved  often  the  appraiser  is  required  to  compare 
corners  of  similar  nature  some  distance  from  the  parcel  imder 
consideration. 

"In  cities  where  long-term  leases  have  come  into  extensive 
use,  it  is  proper  for  the  appraiser  to  examine  the  lease  terms  on 
tracts  within  the  area  under  consideration  where  the  transactions 
are  not  too  remote  in  time.  Leases  upon  business  proj^erty  are 
sometimes  made  upon  a  basis  of  frcjni  ten  to  fifteen  per  cent 
higher  than  the  property  would  sell  for  upon  the  market  for 
cash,  so  that  allowance  should  be  made  for  this  differential  in 
value,  if  present.  Where  a  lease  is  being  a])praise(l  a  careful 
examination  of  its  terms  must  be  made  in  order  to  ascertain 
conditions  which  may  influence  the  rentals  paid.  If  restricti\e 
covenants  are  found  they  must  be  carefully  analyzed  before  the 
lease  can  be  appraised. 

"In  valuing  industrial  properties,  sales  may  be  considered 
within  a  wider  area  than  :i  few  hundred  feet  from  the  property 
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ill  point.  The  nature  of  manufacturing  land  is  different  from 
commercial  frontage.  Display  frontage  is  comparatively  unim- 
portant. Size  and  location  with  reference  to  railroads.  lal)or 
supply,  and  the  like,  is  of  more  moment.  The  only  limitation 
upon  the  area  within  which  sales  should  be  considered,  is  marked 
by  the  inquiry  as  to  whether  the  land  is  similar  in  nature  and 
has  been  transferred  within  a  space  of  time  not  so  remote  as  to 
fall  within  a  period  when  conditions  governing"  the  market  were 
essentially  diflferent. 

"An  analysis  of  sales  of  residential  properties  must  cover 
a  much  wider  area  than  when  business  frontage  is  under  consid- 
eration. Lots  located  upon  streets  many  hundreds  of  feet  away 
may  properly  be  compared  when  they  are  similar  in  character 
and  so  situated  as  to  be  of  like  nature. 

"Minor  influences,  such  as  traffic  conditions,  restrictions, 
transportation  facilities  and  the  like  must  be  studied  by  the 
conscientious  appraiser  before  reaching  his  valuation  f)f  any 
given  tract  of  land.  The  general  reputation  of  the  district  bears 
1  pronounced  relation  to  value.  Particularly  is  this  true  in  resi- 
dential properties.  vSome  streets  are  considered  fashionable  and 
lots  located  thereon  attain  higher  value  and  bring  better  prices 
than  they  ordinarily  would  sell  for  in  another  district.  Tn  busi- 
ness areas  certain  districts  bear  the  reputations  of  being  cheap. 

"In  analyzing  transactions,  forced  sales,  and  those  which 
are  merely  transfers  within  a  family  or  personal  group  of  inves- 
tors, have  little  significance  in  fixing  market  value.  Where  a 
property  is  'knocked  down'  at  sherift''s  sale  it  is  clear  that  so 
many  elements  of  uncertainty  enter  into  the  transaction  that  it 
can  not  be  considered  a  free  sale  occurring  between  a  seller 
ready,  willing  and  able  to  sell  and  a  buyer  ready,  willing  and 
able  to  buy,  neither  of  whom  are  coerced  into  the  transaction. 
Likewise  transfers  made  through  condemnation  proceedings  or 
under  threat  of  condemnation  are  not  adequate  indications  of 
value. 

"The  ultimate  factor  in  determining  the  value  of  a  giveti 
piece  of  land  is  the  seasoned  judgment  of  the  appraiser.  His 
valuation  is  good  or  bad  in  proportion  to  his  ability  to  exercise 


92       PRINCIPLES  OF  REAL  ESTATE  APPRAISING 

sound  judgment  in  weighing:  the  various  factors  of  value  M'hich 
exist  in  land.  No  rigid  rules  can  be  laid  down  for  the  appraisal 
of  land  w^hich  will  dispense  with  the  sound  individual  judgment 
of  the  person  making  the  valuation.  Rules  and  methods  can 
only  be  guides,  sales  can  never  be  more  than  sign  posts  to  mark 
the  way  towards  a  correct  conclusion.  Land  valuation  is  not 
an  exact  science — it  is  a  profession  excelled  in  only  after  years 
of  intensive  study  and  wide  experience.' 

State  tax  commissions  are  called  upon  in  most  states  to 
equalize  real  estate  values  in  their  respective  counties  to  a  ICK) 
per  cent  basis,  to  the  end  that  property  in  one  county  shall  l)ear 
the  same  relative  share  of  the  state  tax  rate  as  property  of  similar 
actual  value  in  other  counties.  This  involves  examination  of 
thousands  of  sales.  The  Tax  Commission  of  the  State  of  New 
York  in  its  equalization  capacity  "excludes  from  all  considera- 
tion transfers  of  property  between  relatives  or  persons  of  the 
same  surname,  sales  by  referee,  either  in  partition  of  foreclosure 
action,  all  foreclosure  sales,  sales  where  sales  are  deemed  to  be 
shoestring  sales,  i.  e.,  where  the  ec|uity  is  small,  sales  where  a 
purchase  money  mortgage  is  given  back  and  which  represents 
very  nearly  the  purchase  price,  sales  between  corporations  for 
the  purpose  of  consolidation,  sales  where  the  assessed  valuation 
is  entirely  out  of  line  with  other  assessments  on  the  same  roll, 
which  indicates  something  peculiar  in  the  transaction,  and  sales 
where  a  personal  investigation  by  the  department's  investigators 
are  such  as  to  not  represent  fair  \alues." 

BUILDING  PERMITS  AS  EVIDENClvS  OF  VALUE 

Frequently  the  (|uestion  arises  as  to  whether  cost  estimates 
gi\en  by  an  applicant  at  the  time  of  application  for  a  building 
[)ermit  are  a  proper  basis  for  assessments.  Such  data  cannot  be 
regarded  as  worthy  of  credibility  or  evidence  of  the  value  of 
the  structure.  A  little  reflection  will  show  why  such  estimates 
possess  very  little  statistical  worth. 

A  truthful  applicant  ha\ing  taken  figures  from  a  contractor 
for  the  building  of  his  home,  will  m.-ike  a  reliable  estimate.  Mow- 
e\er,  such  cases  are  very  rare.  Many  reported  values  of  con- 
tractors are  founded  on   either  wrong  or  insufficient   premises. 
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For  example,  a  contractor  who  frequently  applies  for  a  permit 
and  who  does  but  part  of  the  work  frequently  gives  his  contract 
price  as  the  value  of  the  entire  structure. 

Some  owners  who  have  not  taken  bids,  are  misled  by  their 
wishes  or  hopes,  and  will,  without  intcndin.ii;  to  misrepresent, 
give  the  inspection  department  a  low  value.  Some  owners  use 
architects'  estimates.  These  are  naturally  low,  as  they,  too. 
reflect  the  owner's  hopes  and  wishes.  Some  think  the  reported 
value  will  be  accepted  by  the  assessor  as  a  proper  taxable  value 
and  therefore  give  a  low  estimate. 

Frequently  builders  about  to  apply  for  a  loan  from  a  bank 
and  who  give  high  probable  costs,  think  it  wise  to  continue  the 
deception  when  taking  the  permit,  as  the  figures  will  be  pub- 
lished in  the  newspapers.  Some  give  a  high  estimate  with  the 
thought  that  such  a  building  permit  estimate  will  influence  the 
buyer  to  pay  a  higher  price.  In  the  case  of  a  theatre  recently 
built,  the  building  permit  estimate  was  $2,000,000.  while  the 
newspapers  reported  the  intended  outlay  as  $5,000,000.  An 
architect  taking  a  permit  for  a  steel  company  recently  gave 
$10,000  as  the  probable  cost.  The  building  inspector  asked  the 
city  assessor  for  his  opinion.  He  estimated  that  $30,000  avouIcI 
be  nearer  the  truth.  The  architect,  confronted  with  this  esti- 
mate, admitted  that  $25,000  to  $30,000  would  be  more  correct, 
but  said  the  owners  had  told  him  to  give  to  the  building  inspec- 
tor an  estimated  cost  of  $10,000.  These  cases  show  the  utter 
unreliability  of  estimated  costs  of  buildings  given  to  the  building 
inspector. 

The  conscientious,  fair-minded  appraiser  will  give  very  little 
heed  to  such  building  permit  values.  Assessments  on  such  a 
basis  would  be  irreconcilable  with  each  other,  causing  the  great- 
est confusion  and  annoyance  to  both  assessor  and  property 
owner  and  would  involve  complaints,  changes,  and  adjustment 
without  number.  If  assessors  generally  gave  out  the  statement 
that  building  permit  cost  estimates  would  not  in  any  event  be 
considered,  many  of  the  fictitious  estimates  of  the  probable  cost 
given  to  the  inspection  departments  of  large  cities  and  villages 
would  be  avoided.  Property  owners  should  know  that  a  very 
low   estimate   is   greater  cause   for   suspicion    and   investigation 
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than  a  moderately  big;  one,  and  therefore  invites  a  substantial 
increase  in  assessment. 

Every  city  should  maintain  a  building  inspection  depart- 
ment, where  a  permit  should  be  secured  both  for  the  erection 
and  the  removal  of  a  building.  Only  in  this  manner  can  the 
assessor  place  on  the  duplicate  the  A^alue  of  all  new  structures. 
As  to  structures  removed,  the  assessor  should  exercise  care  and 
diligence  to  the  end  that  such  destroyed  or  removed  buildings 
are  not  again  taxed,  involving  later  application  for  abatements, 
remitters  or  refunders,  generally  through  tax  experts  who 
demand  50  per  cent  for  any  tax  recovered.  Not  that  such  service 
is  not  legitimate,  but  that  it  is  liable  to  lead  to  collusion  and 
corruption  and  a  loss  of  prestige  of  the  assessor's  office.  The 
public  expects  abatements  and  refunders  from  the  assessor's 
office  as  a  matter  of  right  and  not  as  a  matter  of  favor. 

REVENUE   STAMPS   AS   EVIDENCE   OF   VALUE 

For  a  number  of  years  there  has  been  an  insistent  demand 
by  assessing  officials  that  deeds  should  show  the  real  consider- 
ation rather  than  a  merely  nominal  consideration.  For  a  number 
of  years  the  federal  government  required  the  affixing  of  50c 
revenue  stamps  for  each  $500  of  selling  price  or  part  thereof, 
exclusive  of  mortgages  thereon.  In  other  words,  a  deed  for 
property  worth  $500  required  50c  of  revenue  stamps,  while  prop- 
erty worth  $750  required  v$1.00  of  stamps.  Taxing  officials  and 
leal  estate  appraisers  grasped  at  this  evidence  of  value  Avith 
avidity.  At  last  some  light  was  thrown  on  real  values.  But 
this  evidence  proves  to  be  very  unsatisfactory.  Without  exam- 
ination of  the  facts  underlying  each  transaction,  especially  in 
large  cities  where  high  finance  methods,  intense  speculation, 
fictitious  transfers,  wash  sales,  etc.,  prevail  to  such  a  large 
extent,  the  evidence  was  misleading.  The  state  board  of  equali- 
zation of  California  made  an  intense  and  interesting  study  of 
the  reliability  of  revenue  stamps  as  an  evidence  of  value.  Its 
conclusions  were  as  follows : 

"This  source  of  information  was  found  of  little  value,  for 
the  reason  that  it  early  became  apparent  that  the  revenue  stamps 
attached  are  not  a  reliable  index  of  the  consideration  realized 
in  the  sale,  for  the  reason : 
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First — That  it  quite  frequently  happens  that  additional 
stamps  are  attached  by  buyers  for  speculation  for  the  purpose 
of  showing-  the  prospective  purchaser  to  whom  tliey  afterward 
attempt  to  sell  the  same  property,  a  cost  price  to  themselves 
which  compares  favorably  with  the  price  being-  asked. 

Second — The  law  re(|uiring  that  revenue  stamps  be  placed 
upon  deeds  recites  thai  a  50-cent  stamp  shall  be  attached  for 
each  $500  selling  price  represented,  or  portion  thereof.  It  fol- 
lows that  in  small  sales  a  deed  showing  two  50-cent  stamps  may 
represent  a  consideration  of  $550  or  $1000.  a  variation  of  almost 
100  per  cent.  Of  course,  this  percentage  would  be  less  as  the 
amount  of  the  sale  increased  until  in  the  \'ery  large  sales  the 
percentage  would  become  negligible  Init,  taking  the  average 
consideration  in  all  deeds  filed  over  the  state  for  a  given  day  or 
period,  the  percentage  of  variation  is  so  large  as  to  render  the 
data  valueless,  and  eliminating  all  of  the  smaller  deeds  to  avoid 
this  objection  would  be  manifestly  unfair,  as  practically  only 
one  class  of  properties,  the  very  expensive,  would  be  repre- 
sented in  the  survey. 

Third — Many  deeds  evidence  transfers  representing  the  ex- 
change of  one  property  for  another,  rather  than  the  sale  of 
property  for  cash  or  for  terms  on  a  cash  basis,  and  it  is  the  rule, 
rather  than  the  exception  in  such  cases,  that  the  parties  to  the 
transactions  both  put  a  price  upon  their  properties  for  exchange 
purposes  much  in  excess  of  what  they  would  be  willing  to  take 
for  cash,  oftentimes  double  the  cash  price ;  the  exchange  being 
made  by  investigation  of  the  two  properties  by  the  prospective 
purchasers  and  the  deed  showing  the  inflated  exchange  price. 
An  attempt  to  eliminate  these  transactions  is  ineffective  because 
while  some  of  them  indicate  upon  the  evidence  of  transfer  that 
an  exchange  of  property  is  being  made,  a  large  percentage  of 
them  do  not  evidence  the  fact  that  such  is  true  or  that  they  are 
other  than  a  bona  fide  sale. 

Fourth — Since  the  law  recjuires  that  stamps  be  attached  to 
show  only  that  portion  of  the  selling  pi  Ice  remaining  after  the 
encumbrance  deduction,  in  all  of  those  cases  where  mortgages 
are  of  record  against  the  properties  being  sold,  it  becomes  neces- 
sarv  to  add  to  the  si'lling  j)ricc  indicated  by  the  stamps  attaciied 
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the  value  of  the  mortgage.  And  as  mortgage  records  do  not 
show  partial  payments  upon  such  mortgages,  it  follows  that 
taking  the  face  value  of  the  mortgage  as  shown  by  the  record 
very  frequently  shows  a  much  larger  amount  than  remained 
unpaid  on  such  mortgage,  which  the  purchaser  assumed,  with 
the  result  that  the  ag;gregate  of  the  selling  price  indicated  by 
stamps,  plus  the  mortgage,  would  show  a  consideration  much 
in  excess  of  that  received." 

That  knowledge  of  \alue  derived  solely  from  the  amount  of 
revenue  stamps  is  not  dependable  and  consequently  not  admis- 
sible in  evidence  was  ruled  in  the  case  of  Aspegren  v.  Tax  Asses- 
sors of  City  of  Newport,  125  Atl.  2L3,  as  follows:  In  resisting 
an  assessment  of  his  real  estate  as  excessive,  a  Rhode  Island 
taxpayer  showed  that  his  sworn  statement  filed  with  the  asses- 
sors included  a  value  based  upon  the  cost  of  the  property  to 
him  plus  the  cost  of  subsequent  impro\ements.  It  appeared  that 
the  property  had  been  upon  tiie  market  for  ten  years  and  that 
tlie  taxpayer  had  purchased  it  shortly  before  the  assessment  was 
made.  Evidence  as  to  four  sales  of  similar  property  near  by 
was  given  by  the  brokers  who  handled  the  transactions  and  it 
\\  as  sought  to  prove  the  consideration  involved  in  other  sales, 
by  showing  the  amount  of  federal  revenue  stamps  attached  to 
the  deeds.  The  court  held  that  the  e\'idence  Avas  sufficient  to 
justify  a  reduction  in  the  assessment  to  the  amount  claimed.  It 
also  held  that  evidence  purporting  to  show  the  consideration 
involved  in  certain  sales  by  reference  to  the  federal  revenue 
stamps  used  was  inadmissible. 

The  New  York  State  'J'ax  Commission  is  very  discriminat- 
ing in  the  use  of  sales  prices  in  ecjualization  of  inter-county 
values.  For  purposes  of  equalizing  assessments  within  the  state 
it  investigated,  during  the  years  1920  to  1924,  13.^,686  sales  of 
real  estate.  Of  this  number,  it  excluded  17,408  sales  as  not  being 
worthy  of  use  in  its  tabulations.  The  State  Tax  Commission 
commented  on  this  as  follows:  "There  is  eliniin.ited  from  all 
consideration  in  arriving  at  the  cqualizaticMi  table  the  sales  of 
unimproved  property,  sales  between  relatives  or  persons  of  the 
s;ime  surname,  sales  by  referee,  either  in  foreclosure  or  ])artiti()n 
actions,  all  auction  sales,  sales  by  executors,  sales  where  trades 
enter  into  the  consideration,  sales  from  one  corporation  to  an- 
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other  for  the  purpose  of  consolidation,  sales  of  hotel  properties, 
and  sales  where  the  assessed  valuation  is  entirely  out  of  line 
with  the  general  rate  of  assessment  in  the  tax  district." 

It  should  be  particularly  noted  that  equalization  tables  do 
not  refer  to  vacant  property.  This,  indeed,  is  rather  peculiar. 
fur  a   better  perspective  of  assessments   is   obtained   from   land 

sales  than  from  improxed  property  sales. 

The  foregoing-  indicates  quite  conclusively  the  inadequacy 
of  this  sort  of  evidence.  Particularly  in  cities  are  found  wash 
sales  efifected  to  fool  the  appraiser,  to  mislead  the  prospective 
buyer  and  to  confuse  the  banker  or  building  and  loan  company 
into  a  higher  loan.  The  careful  appraiser  should  check  up  such 
information  by  inquiry  not  only  of  the  buyer  but  also  of  the 
seller. 

Another  evidence  of  value  much  relied  upon  where  long- 
time leases  are  in  use,  is  the  private  appraisal  supporting  a  bond 
issue  of  the  leasehold  estate.  Such  appraisals  will  sometimes  be 
found  to  be  excessive  and  made  sufficiently  high  by  unscrupu- 
lous appraisers  so  as  to  make  prospective  bond  issues  to  the 
extent  of  60  per  cent  thereof  perfectly  safe  investments. 

And  trust  certificates,  or  certificates  of  equitable  ownershiij 
are  generally  floated  on  the  representation  that  the  land  value 
equals  the  value  of  the  certificates.  Indeed,  in  many  states,  as 
in  Ohio,  relating-  to  the  eligibility  of  land  trust  certificates  for 
the  investment  of  trust  funds  and  savings  banks,  the  law  pro- 
vides: "The  total  value  of  these  certificates  must  not  exceed, 
as  to  any  particular  issue,  the  value  of  the  land,  nor  of  60  per 
cent  of  the  total  value  of  the  land  and  the  improvements  thereon. 
Nor  may  such  institutions  invest  in  such  certificates  unless  the 
lands  are  under  lease  for  a  period  of  not  less  than  Iw  (.nix -fi\  e 
years  from  the  date  of  issue." 

Under  such  circumstances,  it  will  be  seen  that  the  issuing 
company  generally  represents  the  land  trust  certificates  being 
worth,  in  the  aggregate,  the  value  of  the  land,  or  two-thirds  the 
value  of  the  land  plus  improvements. 


CHAPTER  8 

WHAT  RENTALS  CAN  A   MERCHANT  AFFORD? 


Percentages  of  gross  sales  payable  as  rent — A  difficult 
system — Results  of  many  investigations — Rents  vary  accord- 
ing to  the  size  of  a  cit\- — Different  businesses  compared. 


In  real  estate  journal?  from  time  to  time  there  appear  state- 
ments as  to  what  rentals  different  kinds  of  business  can  afford 
to  pay,  measured  by  the  gfoss  sales  of  each  business.  There  is 
an  increasing  tendency,  especially  in  pioneering"  sections  of  a 
city  for  landlords  to  take  a  chance  with  the  tenant  and  the 
tenant  to  take  a  chance  on  prospective  business  by  hxing  the 
rent  in  proportion  to  the  gross  sales.  In  such  instances  a  con- 
sideration of  the  rental  the  tenant  can  afford  to  pay  is  based  on 
a  percentage  of  gross  sales. 

Stanley  L.  McMichael  in  his  excellent  "Long  and  Short 
Term  Leaseholds"  treats  this  subject  at  some  length :  "After 
long  experience  chain  store  brokers  have  worked  out  a  schedule 
of  maximum  percentages  of  rents  to  gross  sales  which  such 
concerns  can  afford  to  pay.  These  have  not  been  completely 
standardized,  and  differ  slightly  under  varying  conditions,  but 
twenty-eight  lines   of  business  average  as   follows : 

Percentages  of  Gross  Sales  Payable  as  Rent 

Restaurants    12%  Cigars    8% 

Millinery     12%  Shoes     8% 

Barber   Shops    12%  Hotels      8% 

Florists    12%  Theaters    8% 

.^uto  Accessories   10%  Women's    Suits     8% 

Drugs     10%  Jewelry    8% 

Women's  Waists    10%  Five  and  Ten   Cent  Stores 8% 

Electrical    Goods    10%  Trunks   and    Leathergoods 8% 

Furniture,    Rugs,    etc 10%  Candy    7% 

Haberdashers    10%  Pianos   and    Phonographs 6% 

Furs     10%,  Men's    Clothing    5% 

Groceries   and    Provisions 10%  Teas   and    Coffee 3% 

Hardware     9%  Department   Stores    2j/^% 

Credit    Clothing    8%  Automobiles     2% 
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"A  change  has  taken  place  to  some  extent  in  the  percentage 
rentals  which  chain  stores  will  pay.  Nationally  advertised 
products  are  now  sold  at  a  smaller  margin  of  profit  than  for- 
merly and  the  fancy  rentals  which  such  stores  would  pay  a  few 
years  ago  are  now  being  curtailed.  Products  which  are  more  or 
less  (jf  a  monopolistic  character,  where  ])rorits  are  correspond- 
ingly higher,  will  pay  more  liberal  rentals  than  where  nationally 
advertised  goods  are  sold." 

A  rather  unusual  rental  and  the  only  one  of  its  kind  known 
is  one  reported  to  have  been  made  in  Kansas  City  by  a  banking 
corporation,  whereby  it  took  a  lease  on  the  ground  floor  of  a 
building,  agreeing  to  pay  an  annual  rent  equal  to  three-tenths  of 
1  per  cent  of  the  bank's  gross  deposits.  This  would  be  found  to 
be  a  very  excessive  rental  in  many  cases  and  yet  an  inadequate 
one  in  others. 

In  this  connection  also  it  is  interesting  to  note  the  comment 
of  one  of  the  rental  managers  for  a  chain  store  business  to  the 
efifect  that  13  per  cent  of  the  women  passing  will  enter  the  store, 
6  per  cent  will  buy  and  the  average  purchase  will  be  60  cents. 
Multiplying  this  approximation  of  the  average  day's  business, 
as  shown  by  a  pedestrian  count,  by  the  year's  shopping  days  and 
taking  5  per  cent  of  that  total,  gives  the  maximum  sum  that 
chain  system  will  pay  for  yearly  rent  in  the  locality  under  con- 
sideration. The  old  free  and  easy  system  of  blindly  guessing  at 
rental  values  is  rapidly  disappearing  before  more  scientific 
methods  of  determining  these  values. 

Too  much  reliance  must  not  be  placed  on  such  figures,  how- 
ever. In  the  first  place,  merchants  will  not  always  ])ay  what 
they  can  afiford.  Second,  a  rental  which  one  merchant  can  aftOrd 
would  bankrupt  another,  even  in  the  same  location.  Third,  one 
merchant  advertises,  another  does  not,  which  involves  quicker 
turnovers.  Fourth,  one  merchant  is  willing  to  accept  a  smaller 
profit  than  another.  Fifth,  a  business  frequently  may  not  be 
clearly  defined  as  one  or  another.  A  drug  store  may  sell  sun- 
dries, candies,  cigars,  while  a  restaurant  may  be  largely  a  candy, 
cigar  and  ice  cream  establishment.  Sixth,  the  rental  capacity 
of  merchants  varies  in  large  cities  as  compared  with  smaller 
cities.     Seventh,  the  business  may  represent  an  exclusive  trade 
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with  high-grade  equipment,  costly  furniture,  etc.,  big  profits  and 
slow  turnover.  On  the  other  hand,  the  sales  may  be  made  with 
cheap  overhead,  rapid  turnover  and  small  profits ;  or  it  may 
represent  installment  sales  on  credit,  involving  large  costs  of 
collection  and  leases. 

The  human  factor,  the  character  and  efficiency  of  the  organ- 
ization, the  energy  of  the  manager,  the  supply  of  capital,  the 
progressiveness  of  the  business,  the  care  of  credits  and  collec- 
tions, the  assimilation  of  modern  ideas  and  functions — in  short, 
there  are  a  multitude  of  factors  fixing  the  merchant's  capacity 
to  pay  rent.  In  each  city,  in  each  location,  the  question  of 
proper  rental  based  on  a  percentage  of  sales  becomes  an  indi- 
vidual and  peculiar  factor  for  special  consideration. 

The  Board  of  Business  Research,  School  of  Commerce, 
Northwestern  University,  made  an  investigation  of  the  retail 
clothing  business  as  to  the  average  rent  expenditures  per  total 
gross  sales  from  1914  to  1919  and  came  to  some  interesting  con- 
clusions, which  show  the  impropriety  of  adopting  any  percentage 
basis  on  gross  sales  which  a  merchant  can  aflford  to  pay  as  a 
store  rental.  The  investigation  came  to  the  following  con- 
clusion: 

"The  average  yearly  rent  expenditure  per  $100  of 
total  sales  decreased  between  1914  and  1919.  The 
larger  the  store,  the  smaller  the  rent  expenditure  per 
$100  of  total  net  sales.  This  is  true  for  each  of  the 
years  1919,  1918  and  1914,  both  for  a  varying  number 
of  stores  and  for  the  same  stores.  Stores  in  large  cities 
pay  more  rent  per  $100  of  total  sales  than  stores  in  small 
cities.  This  is  not  only  true  for  stores  of  all  sizes,  but 
for  stores  of  the  same  size.  The  difference  in  amount 
of  rent  per  $100  of  total  net  sales  between  stores  of 
different  size  is  markedly  greater  in  large  than  in  small 
cities." 

"The  relation  of  average  yearly  expenditures  for 
rent  to  total  expenses  may  be  briefly  summarized  as 
follows:  Rent  expenditure  per  $100  of  total  expense 
decreased   between    1914   and    1919.     This   is   true   for 
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stores  of  all  sizes  and  for  stores  in  all  of  the  jj^eograph- 
ical  divisions.  The  larger  the  store,  the  smaller  the 
rent  expenditure  per  $100  of  total  expense.  Rent  ex- 
penditures per  $100  of  total  expense  arc  higher  in  the 
east  and  west  than  in  other  geographical  divisions." 

The  bureau  of  business  research  of  Harvard  University 
recently  made  a  study  of  operating-  costs  of  retail  shoe  stores. 
As  compared  with  the  stereotyped  statement  that  retail  shoe 
merchants  "can  afiford  to  pay  8  per  cent  of  their  gross  sales"  as 
rental,  it  found  that  232  firms  were  paying  an  actual  rental  of 
2.8  per  cent  in  1921  and  3.2  per  cent  in  1922  based  on  their  net 
sales.  Another  interesting  fact  revealed  was  that  rentals  paid 
by  shoe  merchants  based  on  the  gross  sales  increase  with  the 
size  of  the  city.  The  following  table  shows  that  rentals  ranged 
from  2.6  per  cent  in  1922  to  4.4  per  cent  according  to  the  size 
of  the  city: 

Rent  (Percentage 
Size  of  City  Number  of  Firms        of  Sales) 

Less   than  50.000 266  2.6% 

50,000  to  99.000 42  3.6 

100,000-499,000     59  4.1 

500,000   and   over 54  4.4 

The  same  bureau  surveyed  421  retail  shoe  stores  in  the  year 
1922  with  the  following  results : 

Retail  Shoe  Stores 

Sales  Annually  No.  of  Stores  %  Rent  to  Net  Sales 

(A)  Less    than    $30,000 101  •  3.37c 

(B)  $30,000   to    $49,000 102  2.9 

(C)  $50,000  to  $99,000 105  3.0 

(D)  $100,000  to  $249,000 67  3.9 

(E)  $250,000  and  over 46  3.9 

The  bureau  further  reported  that  of  the  421  shoe  hrnis 
reporting,  only  59  had  rent  up  to  6  per  cent  or  more  of  net  sales 
and  only  39  had  rentals  ranging  from  5  to  9  per  cent  of  sales. 
At  the  other  end  of  the  range,  157  firms  had  a  rent  expense  less 
than  2.6  per  cent  of  gross  sales. 

The  bureau  of  business  research  of  Northwestern  Univer- 
sity  and  the   Department  of  Agriculture,   in  co-operation   with 


102    PRINCIPLES  OF  REAL  ESTATE  APPRAISING 

meat  retailers  and  packers,  made  a  study  of  143  representative 
meat  stores.  The  average  rental  for  these  stores  was  found  to 
be  2.2  per  cent  of  gross  sales.  The  most  characteristic  amounts 
range  from  1.5  per  cent  to  2.25  per  cent  and  the  middle  50  per 
cent  of  the  amounts  vary  between  1.2  per  cent  and  3.4  per  cent. 
The  rent  decreases  in  proportion  of  sales  as  the  size  of  the  shop 
increases  up  to  a  certain  point,  then  begins  to  increase,  as  indi- 
cated below. 

Rental  Averages  for  Meat  Shops 

Average  Com.  Amt. 

Percentage  Percentage 

One-man    shop    3.5  2.6  to  4. 

Two-man   shop    2.6  1.6  to  3.3 

Three-man  shop    1.4  0.9  to   1.7 

Four-man    shop   and   higher.          1.7  1.2  to  2.2 

The  Harvard  bureau  of  business  research  in  its  1924  study 
of  operating  expense  found  that  the  rentals  for  168  department 
stores  were  3  per  cent  of  net  sales.  It  was  found  that  in  the  case 
of  department  stores  with  sales  of  $1,000,000  to  $3,999,000,  the 
rent  was  2.9  per  cent ;  those  with  sales  of  $4,000,000  to  $9,999,000. 
the  rent  was  3.0  per  cent ;  those  with  sales  of  $10,000,000  and 
over,  the  rent  was  3.5  per  cent.  These  figures  indicate  that  in 
the  case  of  department  stores  the  rents  increase  with  an  in- 
crease in  the  volume  of  sales.  The  Harvard  figures  indicate. 
also,  that  the  rents  are  highest  where  the  rate  of  stock-turn  is 
lowest ;  yet  the  rental  goes  up  when  the  stock  turns  more  than 
four  times ;  thus,  for  50  department  stores  whose  rate  of  turn- 
over was  less  than  three  times,  the  rent  was  3.2  per  cent ;  for  67 
stores  whose  rate  of  turnover  was  from  three  to  3.9,  the  rent 
was  2.9  per  cent ;  while  49  department  stores  with  a  turnover  of 
four  times  and  above  had  rentals  of  2.9  per  cent. 

it  ap]iears,  also,  that  the  rent  based  on  net  sales  increases 
with  the  size  of  the  cities  as  follows: 

RENT  ACCORDING  TO  SIZE  OF  CITY 

Department  Stores  with  Net  Sales  of  $1,000,000  and  Over  in  1924 

Net  Sales=100% 

Population                                         No.  of  Firms  Rent 

Less    than    50,000 24  2.3% 
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50.000-99,000    3S  2.9 

100.000-399.000    69  3.1 

400.000   and    over 40  3.4 

The  Bureau  collected  cost  figures  for  471  grocery  stores  lo- 
cated in  45  states  and  Canada.  These  figures  indicate  that  the 
rent  was  greatly  affected  by  tlie  rate  of  stock-turn.  It  is  not 
necessary  to  carry  so  large  a  stock  of  merchandise  to  secure  the 
same  volume  of  sales  when  the  rate  of  turnover  is  high.  The 
reduction  in  the  stock  leads  to  a  lower  space  cost  or  rental.  It  is 
obvious  that  a  high  rate  of  stock-turn  may  indicate  et^cient  man- 
agement as  well  as  good  location.  The  common  figure  for  the 
471  stores  was  1.2%  for  the  stores  that  showed  a  profit,  and  1.6% 
for  the  stores  that  showed  no  profit  or  a  loss. 

The  bureau  of  business  research.  Northwestern  University, 
made  a  study  of  the  sales  and  rent  of  9K1  retail  men's  clothing- 
stores  showing  the  following  percentages  of  rent  to  total  sales, 
to- wit : 

Percent  Rent  to 
Size  of  City  Total  Sales 

Inder    10.000    1.8% 

10,000  to  20,000 2.2 

20,000  to  40.000 2.5 

40.000  to  120.000 3.4 

120,000  to  200.0(M) 3.5 

200,000    and    over 2.8 

The  bureau  of  business  research,  liarvard  university,  sur- 
veyed 291  retail  drug  stores  in  1919.  In  these  cases  the  rent  rep- 
resented from  0.8%  to  IK^  of  the  total  net  sales  and  a  common 
figure  was  2.8%  of  the  net  sales.  The  rent  expense  was  greater 
in  the  larger  cities  than  in  the  smaller  ones,  the  smaller  cities 
showing  approximately  2.2%  while  in  the  larger  communities 
it  represented  approximately  3%. 

Of  the  jewelry  stores  reporting  to  the  bureau  for  \arious 
years,  the  following  net  percentages  to  the  net  sales  were  fciund  : 

1919  .U^/c 

1920  4.0 

1921  5.S 

1922  4.8 
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The  figures  for  1922  showed  a  wide  range,  from  less  than 
2%  to  above  12%.  The  grouping  was  fairly  well  defined,  how- 
ever, around  the  common  figure  of  4.8%. 

The  average  rent  of  315  printing  establishments  reporting 
to  the  bureau  was  2.91%  of  the  volume  of  sales. 

Retail  hardware  stores,  studied  for  the  year  1919  by  the 
bureau,  showed  a  rent  expense  of  1.7%  of  net  sales. 

Comparing  the  latest  common  figures  for  wholesale  trades 
reporting  to  the  bureau  of  business  research,  Harvard  Univer- 
sity, with  the  latest  common  figures  for  retail  trades,  the  fol- 
lowing percentages  of  rent  were  paid  by  businesses  reporting 
the  net  sales  really  representing  gross  sales  less  goods  returned 
and  less  allowances  made  on  goods  not  returned,  as  follows  : 

Business  Per  Cent  of  Sales  Business  Per  Cent  of  Sales 

Grocery    0.5  Shoe    3.5 

Dry   Goods    0.7  Tire     3.0 

Drug     0.75  Grocery    1 .3 

Automotive  Equipment  1.2  Jewelry    4.8 

The  University  of  Nebraska  surveyed  a  niiml:)er  of  different 
kinds  of  retail  stores  as  to  rentals  and  sales.  These  figures  might 
serve  very  well  as   standards  for  stores  of  like  kind  and   loca- 
tion in  the  state,  because  they  have  been  classified  so  as  ti>  in 
elude  rather  homogeneous  groups.     Net  sales  100%  : 

No.  Kind  of  Stores         Location                                  Lowest  Highest  Common 

16     Grocery    stores — in    Omaha    and    Lincoln 0.8 

19  Grocery  stores — outside  Omaha  and  Lincoln..  0.7 

10     Shoe   stores — in   Omaha   and   Lincoln 2.02 

22     Shoe  stores — outside  Omaha  and  Lincoln 1.25 

13  Hardware   stores— in    Omaha   and    Lincoln....  1.01 

38  Hardware  stores — outside  Omaha  and   Lincoln  1.05 

The  difference  among  the  various  tallies  and  the  spread 
among  the  stores  included  in  the  same  table  serve  to  em])hasize 
the  point  made  previously  that  the  ligtires  cannot  be  taken  as 
standards  for  any  individual  concern  because  of  local  conditinns. 
The  tendency  toward  uniformity  for  stores  of  the  same  kind  lo- 
cated in  approximately  the  same  kind  of  locality  indicates,  how- 
ever, that  such  figures  may  be  used  as  rough  guides  and  serve  as 
checks  when  the  management  is  considering  a  new  locatit)n  or 
attem])ting  to  evaluate  an  old  site. 


3.68 

1.34 

2.31 

1.19 

10.61 

4.49 

10.58 

2.97 

6.40 

5.14 

4.83 

2.43 
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The  more  difficult  (|Uc'stion  relating"  to  percentage  leases  is 
that  of  valuation.  When  a  lessor's  estate  is  to  be  valued,  how 
shall  the  appraiser  proceed?  Shall  he  tind  the  present  worth  of 
the  fixed  rentals  or  add  an  amount  l:)y  way  of  possible  return 
from  the  percentage  arrangement?  In  the  opinion  of  the  author, 
only  the  agreed  minimum  rental  can  be  considered,  else  the  ap- 
praisal becomes  a  mere  guess. 

So  in  appraising  a  lessee's  estate  under  such  lease,  one 
should  consider  the  probal)le  ])rofits  based  on  the  minimum 
rental  until  sufficient  time  has  elapsed  to  demonstrate  the  prob- 
able future  rental  and  probable  future  profits. 


CHAPTER  9 

THE  UNIT  FOOT  APPRAISAL   METHOD— LONG  AND 

SHORT  RULE 


The  necessitj'  for  standards — One  hnndrcd  feet  depth  the 
one  most  cpmmonly  nsed — A  wide  variation  exists  in  the 
vahiation  of  different  parts  of  a  lot  100  feet  deep — Deter- 
mining the  relation  of  lot  depth  and  its  value — The  long 
and  short   rule — Selecting  a  depth  curve. 


Frequentl}-  are  found  in  the  same  block  very  deep  lots,  per- 
haps 300  feet  deep,  running  back  and  fronting  on  another  street. 
Beside  this  deep  lot  may  be  a  very  shallow  lot  40  or  50  feet 
deep.  All  of  the  lots  on  one  side  of  the  street  in  one  block  may 
be  100  feet  deep,  those  opposite  150  feet,  w^hile  those  in  the  next 
block  may  be  250  feet  deep.  How  may  an  appraiser  determine 
the  value  of  these  lots  without  adopting  a  standard  involving  an 
adjustment  for  these  deviations?  How  may  one  compare  sales 
in  various  blocks  or  streets  without  such  a  standard? 

Much  confttsion  in  appraising  is  caused  by  lack  of  stand- 
ards. When  it  is  borne  in  mind  that  the  first  25  feet  takes  on 
47.90%  of  the  value  of  a  lot  100  feet  deep,  and  the  rear  25  feet 
of  a  lot  100  feet  in  depth  is  valued  at  only  11.70%.  it  becomes 
evident  that  the  front  part  of  the  lot  is  worth  four  times  the 
square  foot  value  of  the  rear  part  of  the  lot.  Assuming  the  lot 
100  feet  in  depth  is  worth  $100,  having  a  value  of  $1  per  square 
foot,  for  25  feet  we  would  have  approximately  $2  per  square  foot. 
It  must  be  evident  that  square  foot  values  and  rentals  are  not 
comparable  and  that  a  standard  of  depth  both  to  express  capital 
and  rentals  is  absolutely  necessary.  The  importance  of  adopting 
a  unit  of  quantity  in  appraising  is  well  set  forth  by  Walter  W. 
Pollock  and  Karl  Scholz  in  "Science  and  Practice  of  Trban  Land 
V  aluation"  as  follows  : 

"In  comparing  the  value  of  coal  the  customary  unit 
of  quantity  is  a  unit  of  weight.     In  comparing  the  value 


THE   UNIT   FOOT   APPRAISAL   METHOD         107 

of  liquids  the  customary  unit  of  quantity  is  a  unit  of 
volume.     In  comparing  the  value  of  cloth  the  customary 
unit  is  a  linear  unit;  and  similarly  in  comparing  values 
of  other  commodities.      But   in   comparing   urban   land 
values,  as  a  rule  no  customary  unit  is  employed ;  at  least 
none  that  is  applicable.     I'rban  sites  are  usually  J)ought 
and  sold  or  evaluated  at  so  much  per  front  foot;  or  in 
some  localities,  or  for  land  used  for  specific  purposes, 
such  as  commercial  or  industrial  sites,  at  so  much  i)er 
square   foot.      But   these   units   are   no   more   applicable 
with  any  degree  of  accuracy  as  units  of  area  for  land 
valuation  than  a  chunk  of  coal   would  be  as  a  unit  of 
weight.      Except    for    purposes    of    expressing    relatixe 
land    values,    mathematically    exact    and    generally    ac- 
cepted  units  of  quantity,  such   as  tons,  yards,  pounds, 
bushels,  feet  and  the  like,  are  employed  in  commerce  and 
trade.     With  such  basic  units  of  quantitative  measure- 
ment the   relative   values   of   definite   unit-quantities   of 
marketable    commodities    can    be    '-eadily    expressed    in 
monetary    terms    as    definite    prices.      Without    definite 
common  units  of  quantity  no  satisfactory  relative  values 
of  similar  commodities  can  be  expressed.     Is  it  possible 
to  compare  the  relative   value  of  a  yard   of  cloth,  not 
knowing  its  width,  with  the  value  of  a  square  yard  of 
cloth?     Even   though  a   definite   price  has  been   estab- 
lished on  each,  of  what  practical  significance  would   a 
comparison  of  the  tw^o  prices  be?    Yet  this  is  the  custo- 
mary procedure  in  comparing  urban  land  values.     Front 
feet  are  compared,  without  due  regard  to  depth  or  cor- 
ner or  alley  or  other  advantages,  as  though  the  line  of 
frontage  possessed  actual  value." 

In  this  volume  except  as  to  railroad  or  manufacturing  ])rop- 
erty.  which  is  appraised  on  the  square  foot  l)asis,  100  feet  has 
been  adopted  as  the  standard  unit  deptii  of  lots.  (The  following 
tables  give  in  epitomized  form  the  various  tables  for  compari- 
son.) 
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Example — Given  a  lot  80  feet  front,  150  feet  deep,  unit  value 
$.^0.00.  Accordini;-  to  the  Cleveland  table  150  feet  is  equal  to  115 
per  cent  of  the  unit.  Therefore  115  per  cent  of  $50  equals  $57.50 
actual  unit. 

Eighty  feet  by  $57.50  equals  $4600,  value  of  lot. 

A  more  detailed  table  of  the  various  forms  in  use  in  various 
parts  of  the  United  States  will  be  found  in  the  addenda,  the 
table  being  taken  from  "City  Grow^th  and  Values"  by  Stanley 
L.  McMichael  and  Robert  F.  Bingham. 

It  will  be  noticed  that  there  is  not  a  very  wide  variation  in 
the  valuation  of  the  different  parts  of  a  lot,  100  feet  in  depth 
under  the  various  standards.  The  apparent  diflferences  are 
largely  due  to  a  change  of  standard  unit.  When  it  is  borne  in 
mind  that  a  change  of  standard   (150  feet  instead  of   100  feet) 
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involves  a  change  of  unit  of  value  it  will  be  seen  that  even  in 
such  case  there  is  great  similarity  in  the  \aluation  of  the  parts 
of  such  lots. 

For  example,  compare  the  Cleveland  and  Baltimore  stand- 
ards, which  allow  100  per  cent  for  100  feet  in  Cleveland  and  100 
per  cent  for  150  feet  in  Baltimore.  Assuming  a  $100  per  foot 
standard  depth  lot,  if  the  lot  were  150  feet  deep,  the  added  per 
cent  would  be  15,  or  115.  In  Baltimore,  the  150  feet  lot  being 
deeper  would  presumably  be  worth  $115  and  100  feet  is  figured 
at  88  per  cent  of  the  whole  or  $101.2.  This  shows,  then,  a  varia- 
tion of  but  1.2  per  cent  between  the  two  standards  at  100  feet  in 
depth. 

A  more  detailed  table  of  the  Cleveland  (Somers')  percentage 
of  unit  value  for  depth  is  found  in  the  appendix.  Likewise  a 
more  detailed  comparison  of  the  various  curves,  now  or  hereto- 
fore in  use,  which  table  is  taken  from  McMichael  and  Bingham's 
"City  Growth  and  Values'' 

Many  attempts  have  been  made  to  accurately  ascertain  the 
relation  of  lot  depth  to  value.  It  is  evident  that  usually  the 
deeper  the  lot  the  greater  its  worth.  It  is  likewise  clear  that 
while  the  value  increases  with  depth  it  does  not  increase  in  exact/ 
proportion  thereto.  Studies  made  in  many  cities  in  both  Europe 
and  America  seem  to  prove  that  there  is  a  mathematical  relation- 
ship existing  between  the  depth  of  a  lot  and  its  value.  Therefore  k 
it  seems  possible  to  express  this  variation  in  percentages  of  the 
unit  value. 

The  first  depth  curve  in  use  was  what  is  known  as  the 
4-3-2-1  rule.  This  method  divided  the  tract  to  be  appraised  into 
quarters,  then  to  the  first  quarter  running  back  from  the  street, 
40  per  cent  of  the  value  of  the  entire  tract  was  given.  To  the 
second  quarter  back,  30  per  cent,  to  the  third  quarter,  20  per 
cent,  and  the  last  quarter  received  but  10  per  cent  of  the  entire 
value.  Expressing  this  in  a  different  manner,  should  the  lot  be 
100  feet  in  depth,  the  first  25  feet  would  be  worth  -K)  per  cent  of 
the  whole,  fifty  feet  70  per  cent,  seventy-five  feet,  90  per  cent 
and  one  hundred  feet,  100  per  cent. 

In  Baltimore  for  many  years  appraisers  used  a  rough  ami 
rcadv  rule  called  bv  the  late  Alfred  I).  Bernard,  the  "one  third 
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front,  two  third  rear  rule."  This  gave  the  first  third  of  the  lot 
half  of  the  entire  value,  the  remaining  two  thirds  carrying  half 
of  the  value. 

Judge  Murray  Hofifman  of  New  York  City  is  credited  with 
having  in  1866  established  the  first  recognized  rule  for  apprais- 
ing lots  of  varying  deptlis.  In  his  opinion,  the  first  fifty  feet 
of  a  lot  one  hundred  feet  in  depth  was  worth  two  thirds  of  the 
value  of  the  entire  lot.  On  this  basis  the  first  twenty-five  feet 
of  a  lot  one  hundred  feet  in  depth  equalled  Z7y2  per  cent,  the 
first  half  equalled  67  per  cent,  three  quarters.  87^>  per  cent  and 
one  hundred  feet  equalled  100  per  cent. 

Henry  Harmon  Neill  of  the  New  York  Evening  Mail  revised 
the  Hofifman  rule  and  what  is  known  as  the  Hofifman-Neill  rule 
was  evolved.  This  rule  gave  each  foot  of  depth  a  definite  per- 
centage of  value.     His  revision  is  still  in  use  in  New  York  City. 

The  late  Alfred  D.  Bernard  while  working  in  Baltimore  an- 
nounced the  Lindsey-Bernard  rule  for  long  and  short  lots  using 
150  feet  as  a  depth  basis.  Soon  afterwards  came  the  New  York 
suggestion  of  A.  C.  Pleydell  and  the  Newark  rule  which  was  a 
modification  of  the  old  4-3-2-1  method. 

Writing  in  the  ISUl  edition  of  the  diary  of  the  Real  Estate 
Board  of  Brokers  of  New  York,  William  Davies  tells  how  he  de- 
veloped liis  rule  leased  upon  the  average  of  sales  of  10,200  lots 
of  varying  depths.  He  devised  a  formula  which  led  to  the  com- 
pilation of  his  scale  of  depth  values.  Since  this  was  determined 
from  transactions  in  New  York  governed  by  the  same  influences 
that  were  studied  by  Judge  Hofifman,  the  ratios  established  are 
strikingly  similar  to  his  earlier  efforts. 

A  scheme  was  devised  for  the  purjiose  of  determining  the 
relative  value  of  long  and  short  lots  by  the  late  W.  A.  Somers 
of  St.  Paul  for  use  in  that  city.  Later  this  was  used  by  Mr.  Som- 
ers in  Cleveland  in  connection  with  the  revaluation  of  all  huul 
in  that  city  for  the  purposes  of  taxation  during  the  year  1010. 

A  thoroughly  scientific  study  of  the  principles  governing  the 
fixing  of  land  values  for  the  purposes  of  taxation  wa3  made  by 
Dr.  Wilfred  Isbell  King,  formerly  of  the  University  of  Wiscon- 
sin, llis  studies  were  chiefl\-  in  Milwaukee,  .md  he  pronnilgated 
the  King  curve  for  residential  lots. 
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Chicago  tax  appraisers  follow  a  curve  that  is  known  as  the 
Martin  depth  curve.  It  is  based  on  a  unit  depth  of  one  hundred 
feet  as  a  standard.  Over  the  unit  depth  the  variation  from  the 
Hoffman  or  the  Cleveland  rule  is  very  marked.  For  illustration  : 

THE  LONG  AND  SHORT  RULE 
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Only  a  few  of  the  scales  '^o  beyond  a  200  foot  depth.  This 
is  due  probably  to  the  influence  exerted  upon  the  designers  of 
the  scales  by  local  conditions  in  the  cities  where  they  worked. 
The  Cleveland  Curve  is  extended  to  measure  depths  up  to  700 
feet.  According  to  this  system  a  lot  700  feet  deep  bears  an  ad- 
ditional value  of  42.35  per  cent  over  the  standard  of  100  feet. 

SELECTING  A  DEPTH  CURVE 

In  most  cities  a  standard  of  100  feet  is  in  use,  while  in  others 
a  standard  depth  of  150  feet  has  been  adopted.  Some  of  the 
writers  on  the  subject  say  a  different  standard  should  be  em- 
ployed for  each  class  of  property,  such  as  high  class  retail,  ordi- 
nary retail,  wholesale,  apartment  and  individual  house,  but  oth- 
ers, finding  from  experience  that  it  is  impractical  to  use  more 
than  one  depth  curve  for  the  dift'erent  districts,  use  100%  for  100 
feet  standard  as  the  best  unit  depth  for  all  classes  of  property. 
This  latter  uniform  standard  for  all  classes  of  property  permits 
easy  comparison  of  all  land  values.  It  permits  easy  transmuta- 
tion from  the  standard  foot  to  the  square  foot  value.  For  ex- 
ample, a  standard  foot  value  of  $100  is  equivalent  to  $1  per 
square  foot  where  the  property  is  100  feet  in  depth,  while  prop- 
erty 200  feet  in  depth  with  a  standard  foot  value  of  $100  is  equiv- 
alent to  about  61  cents.  Comparisons  of  this  kind  are  found  nec- 
essary by  every  appraiser  in  sections  where  property  sells  b»ith 
on  the  square  foot  basis,  as  in  manufacturing  propertv,  and  on  a 
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front  foot  basis,  as  in  residential  or  store  property.  All  depth 
curves  in  use,  except  three,  until  1926  were  adjusted  to  definite 
and  fixed  percentages  of  value  which  the  projector  thought  cer- 
tain parts  of  a  standard  lot  should  enio}^  These  guesses,  in  most 
cases,  were  marked  on  cross  sectional  paper  and  a  line  drawn 
through  these  points  determined  the  percentage  for  all  other 
depths.  Such  tables  necessarily  involved  inaccuracies  and  ir- 
regularities. 

The  curves  figured  out  on  a  mathematical  formula  were  the 
4-3-2-1,  the  Hofifman-Neil  and  the  Harper-Edgar  Rules.  The 
4-3-2-1  Rule  is  based  on  the  assumption  that  the  1st  25  feet  of  a 
100  foot  lot  is  worth  40%  ;  the  next  25  feet,  30%  ;  the  third  quar- 
ter, 20%  ;  and  for  the  last  quarter  10%.  The  percentages  for  all 
depths  up  to  100  feet,  in  the  Hofifman-Neil  Rule  is  based  on  the 
principle  that  the  first  half  of  a  lot  is  worth  two-thirds  of  the 
full  depth,  e.  g.  50  feet  (one-half  of  100  feet)  equals  66  2/3%  of 
100  feet  value.  The  Harper-Edgar  Rule  is  worked  out  for  ..-^ 
200  feet  by  taking  the  square  root  of  the  number  of  feet  repre-  ir^ 
senting  the  depth,  and  multiplying  by  10. 

This  rule,  used  in  England  for  many  years,  is  worked  out 
through  a  simple  mathematical  expression,  namely  %  =  10  N', 
in  which  N  is  the  number  representing  depth  up  to  100  feet.  For 
example,  what  %  of  a  standard  lot  (100  feet  deep)  is  36  feet? 
The  square  root  of  36  is  6  multiplied  by  10  equals  60.  Thirty- 
."^ix  feet  therefore  is  worth  60%  of  the  whole. 

The  question  as  to  the  value  of  difTerent  parts  of  a  lot  has 
assumed  universal  importance  of  late  because  of  the  activities  of 
many  cities  in  widening  their  thoroughfares  to  meet  increasing 
traffic  demands.  For  example,  if  a  city  widens  a  street  5  feet  on 
each  side,  lots  being  100  feet  in  depth,  wliat  per  cent  of  the  stand- 
ard lot  value  should  be  paid  the  owner? 

The  Cleveland  table  shows  that  a  5  foot  strip  fronting  on  a 
street  of  a  100  foot  lot  is  14.35%  of  the  standard  price.  However, 
when  a  street  is  widened  and  5  feet  fronting  on  the  street  is 
taken  away,  we  still  leave  the  owner  with  a  frontage  and  in  fact 
are  taking  5  feet  from  the  rear,  and  thus  taking  but  2.15%  of 
the  price  for  a  standard  lot.    The  14.35%  represents  the  value  of 
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the  5  foot  strip  when  frontini^"  on  the  street,  leavir-g^  a  95  foot 
strip  without  a  frontaj^e.  In  other  words,  it  is  a  division  of  the 
\alues  of  a  100  foot  strip  when  the  first  5  feet  is  in  the  one  own- 
ership and  95  feet  in  another. 

It  is  perfectly  clear  that  the  owner  is  left  with  a  95  foot 
parcel  fronting"  on  the  projected  street.  This  probably  accounts 
for  the  fact  that  in  many  of  our  large  cities  with  the  demands 
for  street  widening",  proi)ert\'  owners  generally  freely  donate  the 
strips  necessary  for  widening,  feeling  that  not  only  is  very  little 
value  taken,  but  the  widening"  has  the  efifect  of  increasing  the 
\alue  of  the  remaining  strip  e\en  more  than  the  value  of  the  5- 
foot  strip  donated. 

Of  course,  where  the  i)roperty  is  improved  the  cost  of  part 
of  the  improvement  and  the  damage  to  the  residue  may  be  con- 
siderable. Likewise,  a  much  more  difficult  question  arises  when 
the  part  remaining,  unappropriated,  is  not  sufficient  for  that 
usage  to  which  the  location  is  best  adapted. 


CHAPTER  10 
CORNER   LOT  APPRAISALS 


A  scientific  method  involved — A  narrow  corner  lot  more  val- 
uable in  proportion  than  a  wide  one — A  deep  corner  lot 
more  valuable  than  a  shallow  one — Diflferent  sizes  must  be 
reflected  in  appraisals — Elements  of  value  in  a  corner  lot 
— Corner  lots  often  more  valuable  than  commonly  supposed 
— Systems  in  vogue  in  different  cities — A  standard  is  nec- 
essary— Utility  reflected  in  value — Corner  lot  tables — Resi- 
dential corners — Semi-business  comers — Triangular  corners 
— Merged  lots — Overlap  table — Three  frontage  corners — 
Transmitting  corner  to  inside  lot  values. 

No  subject  of  appraisal  is  so  undeveloped  as  the  matter  of 
valuing  corner  lots.  Many  real  estate  experts  still  add  20  per 
cent  to  the  inside  lot  values  to  express  their  opinion  of  corner  lot 
\alues.  Such  use  of  a  common  rule  is  unscientific.  Corner  lots, 
additional  value  over  inside  lots  must  depend  on  their  depth, 
their  width  and  the  relative  value  of  the  side  street. 

Assuming  a  business  lot  fronts  25  feet  on  a  corner  by  100 
feet  deep — such  a  lot  is  barely  sufficient  upon  which  to  erect  a 
modern  structure  without  leaning,  so  to  speak,  on  the  side  street. 
Almost  the  entire  lot  can  be  utilized,  where  the  inside  lots  may 
not  be  so  used.  That  is  to  say.  every  foot  of  the  depth  of  a  corner 
lot  has  a  frontage  on  the  side  street.  It  has  light,  air,  access  for 
display  purposes.  It  is  therefore  worth  more  than  the  inside 
lot,  even  though  the  side  street  may  be  only  an  alley  12  feet 
vv'ide. 

For  the  purposes  indicated,  a  25  foot  lot,  cornering  on  a  12 
foot  alley,  is  worth  practically  as  much  as,  perhaps,  a  35  foot 
inside  lot.  In  other  words,  such  a  lot  is  worth  40  per  cent  more 
than  the  inside  lot.  However,  as  the  lot  gets  wider,  the  relative 
value  of  an  alley  to  the  greater  width  is  less.  The  deeper  the 
lot  on  such  alley,  the  more  the  rear  value  is  dependent  thereon. 
Its  value  might  be  very  little  without  the  facilities  of  access,  un- 
less it  had  a  rear  frontage  or  other  easements  or  rights,  which 
frequently  are  costly  to    secure. 
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If  a  mere  public  alley  or  private  ri^ht-of-way,  adds  from 
40  per  cent  down  to  the  value  of  a  business  lot,  how  much  great- 
er per  cent  of  increased  value  will  arise  when  such  an  alley  be- 
comes a  fifty  or  seventy-five  foot  alley,  dead  end  street,  or  pri- 
vate right-of-way,  permitting  high  structures,  affording  light,  air. 
loading,  unloading,  turning,  etc.?  When  to  these  facilities  for 
additional  use  of  ground  floor,  basement  and  upper  stories  there 
is  a  live  street,  involving  added  display  facilities,  sidewalk  traffic, 
more  buying — when  these  intersecting  streets  are  worth  from  10 
per  cent  to  100  per  cent  of  main  street  values,  it  must  be  evident 
that  street  corner  lots  become  more  valuable  than  alley  corners 
and  that  they  take  on  additional  values  in  proportion  to  their 
width  and  the  relative  value  of  the  side  street  frontage. 

When  such  a  corner  lot  is  very  deep,  permitting  stores  to 
be  fronted  on  the  side  street,  it  must  be  evident  that  a  greater 
per  cent  of  value  inures  to  a  deep  corner  lot  than  to  a  shallow 
corner  lot.  Any  system  devised  for  determining  corner  lot  values 
must  consider  and  value  each  of  these  varying  factors. 

The  thousands  of  variations  of  corner  lots,  due  to  elements 
of  width  and  of  depth  of  lot  and  of  side  street  units,  must  be  re- 
flected in  any  appraisal.  It  is  perfectly  obvious  that  the  rough 
method  of  adding  20  per  cent  for  corner  value  is  unscientific  and 
stupid. 

Appraisers  seldom  attach  sufficient  importance  to  corner, 
lots.  Corner  lots  not  only  give  additional  light,  air.  accessibility.  \ 
display,  but  also  a  greater  utilization  of  the  lot  itself.  Building- 
codes  in  cities  generally  provide  that  only  a  certain  proi)ortion 
of  the  inside  lot  as  well  as  of  a  corner  lot  may  be  built  upon. 
In  certain  cases  inside  lots  may  use  only  60  or  70  per  cent  of 
ground  floor  corner  lot  areas.  High  class  buildings  not  on  a  cor- 
ner, as  to  upper  floors  at  least,  must  f)f  necessity  set  aside  a 
greater  amount  of  open  areas  for  light  and  \entilation  than  is 
done  for  corner  properties. 

As  a  matter  of  concrete  illustration  that  corners  require  a 
much  greater  valuation  than  is  usually  attributed  to  them,  look 
about  in  any  large  city.  What  does  one  find?  Almost  without 
exception  the  large  office  buildings  and  department  stores  are 
built  fronting  on  two  or  three  streets  or  alleys. 
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The  late  AAiredD^_Bexn^idr^  his  "Principles  and  Methods 
of  Real  Estate  Valuation"  says :  "Go  through  the  retail  busi- 
ness districts  of  the  twenty  cities  in  the  first  class  in  the  United 
States,  and  in  all  of  them  what  do  you  find?  The  corners  usually 
are  improved  by  buildings  running  from  five  to  twenty  stories 
in  height,  while  the  inside  lots  are  generally  improved  by  build- 
ings from  two  or  three  stories  in  height.  Where  the  inside  lots 
are  improved  above  the  height  of  three  stories,  you  will  find  the 
floors  either  vacant  or  rented  out  for  storage  or  light  manufactur- 
ing, at  rents  varying  from  ten  cents  to  fifty  cents  per  square  foot, 
scarcely  earning  on  the  extra  cost  of  construction,  leaving  the 
entire  value  of  the  land  to  be  earned  out  of  the  ground  floor. 

Corner  lots  lend  themselves  to  a  higher  and  more  intensive 
use  than  inside  lots  in  large  cities,  as  most  office  buildings  and 
high  class  developments  are  built  on  corner  sites.  A  fixed  and 
fast  rule  of  adding  a  certain  percentage  to  the  value  of  an  inside 
lot  to  express  a  corner  lot  value,  so  frequently  resorted  to  by  the 
unthinking  is  a  grossly  inaccurate  and  stupid  method,  as  corner 
lots  sometimes  vary  from  18%  to  126%  increase  over  inside  lots 
where  a  lot  is  50  feet  by  100  feet  in  depth. 

A  review  of  a  few  of  the  systems  for  valuing  corner  lots  may 
be  interesting.  The  so-called  New  York  Pleydell  rule  adds  15% 
to  the  high  street  unit  plus  50%  of  the  side  street  unit.  This 
applies  to  the  actual  corner  lot  ownership  and  not  to  the  second 
lot  if  in  a  different  ownership,  although  the  lot  may  be  M'ithin 
the  100  foot  zone.  Thus,  if  the  main  street  is  $1000  and  the  side 
street  is  $300.  add  15%  or  $150,  then  add  50%  of  $300  or  $150, 
making  a  unit  value  of  $1300  or  30%  increase.  In  Jersey  City, 
N.  J.,  it  is  understood  a  flat  33  1/3%  is  or  has  heretofore  been 
added  to  express  corner  values.  In  Buffalo,  it  seems  that  but 
12%  is  added  to  a  100x100  foot  corner  lot,  regardless  of  size  or 
side  street  values. 

In  Milwaukee  as  to  improved  residence  property  seven  and 
one-half  feet  is  added  to  the  frontage  of  the  lot  for  corner  influ- 
ence for  full  depth  of  the  lot.  This,  therefore,  involves  an  addi- 
tion of  25%  on  a  30  foot  lot  and  15%  on  a  50  foot  lot.  As  to 
business  property,  added  corner  value  is  calculated  to  the  deptli 
of  the  lot  not  exceeding  one  hundred  feet  bv  adding  seven  and 
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one-half  feet  of  the  front  street  value  and  by  adding  one-third 
of  the  side  street  value  figures  as  a  lot  one  hundred  feet  front 
and  forty  feet  deep  on  the  side  street.  This  involves,  in  a  case 
where  the  frontage  is  worth  $500  and  the  side  street  $400,  an 
increase  of  about  85%.  If  the  lot  is  wider,  no  additional  corner 
influence  is  added. 

In  Detroit,  a  modification  of  the  Cleveland  system  is  in 
vogue,  the  assessors  having  adopted  a  24%  maximum  addition 
as  to  down-town  values,  although  as  to  less  valuable  retail  prop- 
erty an  addition  sometimes  of  48%  and  sometimes  72'^/c  is  made 
as  to  100x100  foot  lots  with  a  1-1  relationship.  Much  less,  of 
course,  is  added  where  a  relationship  of  $1000  to  $300  exists. 
The  Baltimore  system  considers  a  corner  lot  as  two  lots,  one 
fronting  on  the  main  street  and  the  other  on  the  side  street.  The 
addition  of  the  two  values  represents  the  "minimum"  value  of 
high-class  retail  property.  The  Chicago-Martin  system  adds  60% 
increase  over  an  inside  lot  for  a  100  foot  lot,  while  a  50  foot  lot 
takes  on  a  74%  increase. 

A  prominent  appraiser  in  a  midwestern  city  uses  five  differ- 
ent corner  tables  for  five  different  classes  of  property.  In  this 
he  is  supported  by  a  well-known  Chicago  writer,  who  uses  a  dif- 
ferent depth  curve  in  calculating  the  front  street  as  well  as  the 
side  street  corner  addition,  depending  in  each  case  on  the  char- 
acter of  the  neighborhood  as  to  the  respective  streets.  For  ex- 
ample, if  50  feet  deep,  this  authority  adds  77^o  for  high-class 
retail,  7Z%  for  ordinary  retail,  67%  for  wholesale,  58%  for  house 
and  55%  for  apartment  sites  according  to  the  classifications  the 
front  or  side  streets  fall  into.  For  a  lot  200  feet  in  depth,  if  a  high 
class  retail  property,  the  second  100  feet  are  worth  but  11.4% 
additionally  over  a  100  foot  lot.  Not  only  does  he  urge  the  use 
of  a  different  depth  curve  but  after  computation  on  these  various 
curves,  he  adopts  the  following  percentage  both  of  the  front  and 
side  lot  calculation :  100%  for  high-class  retail,  90%  for  ordinary 
retail,  wholesale  78%,  apartment  82%,  house  65%.  This  is  ap- 
plied to  front  and  side  street  units  according  to  the  classification 
the  respective  frontage  should  be  adjudged. 

The  system  is  not  only  too  complicated  for  use,  too  liable  to 
err,  but  impossible  of  practical  application.     If  ever  used  in  our 
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large  cities,  it  would  result  in  thousands  of  complaints.  Not 
only  is  it  exceedingly  complex,  involving  error  in  additional  cal- 
culations but  the  difficulty  involved  in  determining  whether  cer- 
tain property  falls  within  one  class  or  another  is  considerable. 

In  all  these  refined  adjustments  of  a  standard,  the  appraiser 
attempts  to  adjust  the  value  of  the  property  to  its  use,  rather 
than  to  its  worth.  For  example,  a  depth  curve  which  allows 
only  58%  of  a  unit  value  for  50  feet  in  depth  in  a  house  district 
is  erroneous.  Likewise  the  imputing  to  the  first  50  feet  of  an 
apartment  house  district  of  but  54%.  One  fails  to  see  that  the 
first  50  feet  of  an  apartment  site,  worth  perhaps  $300  to  $500, 
is  worth  a  less  proportion  of  the  100  feet  than  the  first  50  feet 
of  a  residence  site,  worth  perhaps  $50  to  $150.  The  fact  that 
every  foot  of  an  apartment  site  may  be  intensively  used  does 
not  change  the  situation  any  more  than  if  a  department  store 
uses  the  rear  of  a  store  to  equal  advantage  with  the  front  part. 
Jhe  question  always  to  be  borne  in  mind  in  the  foregoing  in- 
stances as  well  as  in  the  wholesale  district  is  this :  If  the  front 
50  feet  of  the  property  were  owned  by  one  person  and  the  rear 
owned  by  a  second  person,  what  would  be  the  relative  worth  of 
each  owner's  part  of  the  whole?  To  inquire  as  to  its  value  in  the 
ownership  of  a  single  person  is  an  idle,  speculative  question. 
The  question  has  point,  pith  and  vitality  only  where  dififerent 
parts  of  the  whole  are  owned  by  dififerent  persons. 

Another  thing  to  be  remembered  is  that  dififerences  of  gen- 
eral utility  are  reflected  in  the  value  of  the  unit.  An  apartment 
site  may  be  worth  $300,  a  house  unit  $100,  a  wholesale  district 
site  $200,  a  retail  district  $1000  and  a  high-class  retail  $5000.  It 
is  self-evident  that  the  first  50  feet  of  the  latter  will  l>e  worth 
more  than  the  former,  due  to  the  value  of  the  unit  involved, 
rather  than  due  to  any  assumption  of  a  greater  utility  \alue  of  a 
I)art  of  the  respective  lots.  A  house  may  not  be  built  on  the 
front  of  a  residence  lot.  The  latter  may  be  devoted  to  parking. 
Convey  the  front  part  to  another  owner,  leaving  the  house  with- 
out egress  or  ingress  and  you  will  find  the  owner  of  the  front 
lot  asserting  a  value  quite  as  rommensurate  to  the  w  Imle  unit  as 
in  the  case  of  the  highest   retail  property. 

The   fund.'inunt.'il   reasons  whv   corner  lots  are  worth   more 


CORNER  LOT  APPRAISALS  119 

than  inside  lots  are  well  known.  They  not  only  j^ive  light,  air. 
accessibility,  display  but  permit  a  greater  utilization  of  tiie  hjt 
itself.  Building  codes  in  cities  generally  limit  the  use  of  thr 
inside  properties  sometimes  to  the  extent  of  70%  of  the  use  of 
corner  lots.  In  other  words,  a  corner  lot  may  enjoy  as  much  as 
40%  greater  utilization  than  an  inside  lot. 

In  valuing  corner  properties  a  few  cardinal  principles  nuisl 
be  observed  : 

1 — The  \alue  of  a  corner  pro])ert\'  varies  with  its  depth,  the 
deeper  property  of  course  taking  on  an  added  value,  while  a 
shallower  lot  takes  on  less. 

2^It  \aries  according  to  its  width,  the  percentage  of  in- 
crease increasing  as  the  lot  becomes  narrower  and  less  as  it  be- 
comes wider. 

3 — It  increases  w  ith  the  increase  in  the  value  of  the  side  unit 

While  these  principles  are  few,  they  permit  of  thousands  of 
variations.  Any  system  not  adjusted  to  these  variations  must 
be  condemned  as  inaccurate  and  insufficient.  A  number  of  engi- 
neers and  students  of  appraisal  work  add  to  the  main  street  a 
fixed,  invariable  percentage  of  the  side  unit  to  lots  of  fixed 
widths,  such  as  20  or  40  feet.  It  must  be  obvious,  however,  that 
unless  a  city  is  divided  into  uniform  blocks  and  lots,  that  such  a 
rule  would  have  a  very  limited  application.  If  rules  are  tt)  l)e 
judged  of  any  value,  they  must  be  of  general  a]>plication.  ad- 
justed to  all  variations  of  a  standard  lot.  It  must  also  be  appar- 
ent that  a  fixed  percentage  of  the  side  lot  unit  to  the  frontage  unit 
does  not  allow  for  any  adjustment  to  the  varying  depths  or  to  the 
fact  that  the  narrower  lot  must  take  on  a  greater  additional  cor- 
ner influence  value  than  the  wider  lot.  In  other  words,  so  long 
as  a  depth  curve  is  used  involving  emphasis  on  the  front  part  of 
the  lot,  the  addition  cannot  be  geometric.  Under  these  fixed  ]>er- 
centage  methods,  the  rear  furthermost  square  foot  of  a  lot  50 
feet  in  depth  on  the  side  street  would  be  worth  as  much  :>s  a 
square  foot  on  the  street. 

The  Cleveland  method  of  valuing  corners  is  simi)le.  The 
corner  lot  is  treated  as  two  lots,  one  fronting  on  the  main  street 
and  one  fronting  on  the  side  street,  whereby  the  depth   of  the 
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former  becomes  the  frontage  of  the  latter  and  vice  versa.  This 
rule  applies  to  100  feet  each  way  only,  any  excess  being  figured 
as  inside  property.  The  side  street  unit  is.  however,  somewhat 
modified  by  the  use  of  a  corner  lot  curve  as  follows : 

CORNER  LOT  PERCENTAGE  TABLE 

Zangerle  Curve 

(For  Depth  of  Side  Street  Which  is  the  Frontage  on  the  Main 

Street) 


Feet  % 

5  15. 

10  25. 

15  33. 

20  40. 


Feet  % 
25  46. 
30     51. 

35     55. 
40     58. 


Feet  % 
45  60.7 
50    63. 

55     54.5 
60    66. 


Feet  % 
65  67. 
70  68. 
75  69. 
.  80    70. 


Feet  % 
85     70.5 
90     71. 
95     71.5 
100    72. 


Eocample :  High  valued  street,  or  front  is  worth  $1,000  per 
foot,  and  side  street  is  worth  $300  per  foot  for  a  standard  lot  of 
100  feet  in  depth.  Lot  is  50  ft.  wide  and  100  ft.  deep.  This  will 
be  illustrated  and  calculated  as  follows : 


»looo 


SO' 

•^ 

So 

0 
0 

«» 

-o« 

•—     1             1 

^ 

1 

Diagram  1 

Main  St.  50  ft.  frontXl00%  (100'  depth) 

of  $1,000=$50.000  iM-ont  foot  value. 

Side  St,  100  ft.  frontX63%  (50'  depth) 

of  $300=$18,900  Corner  influence, 


$68,900  Lot  Value 
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Figure  corner  influence  back   100  feet  from  the  side  street. 

The  application  of  these  principles  result  in  the  following 
increases  in  per  cent  over  an  inside  lot,  the  first  column  represent- 
ing the  relationship  of  main  street  to  side  street  unit  values,  the 
second  column  of  a  corner  lot  100x100,  the  third  a  corner  lot  50x 
100  feet,  the  fourth  of  a  corner  lot  40x100  feet  and  the  fifth  a  50 
foot  lot  adjacent  to  a  50  foot  corner  U)t : 


Street  Unit 

Lot  KK)xlOO 

Lot  50x100 

Lot  40x1  OU 

iiul  50  Feet 

7-1 

10% 

18% 

20% 

2%% 

6-1 

12% 

21%. 

24% 

3% 

5-1 

14% 

25% 

29% 

3.6% 

4-1 

18% 

31% 

39% 

4.5%. 

3-1 

24% 

42% 

48% 

6% 

_'-l 

36% 

63% 

70% 

9% 

1-1 

72% 

126% 

145>% 

18% 

In  connection  herewith,  it  should  be  borne  in  mind  that  main 
to  side  street  relationships  of  7  or  6  to  1  are  few,  Avhile  relation- 
ships of  1  to  1  are  very  rare  in  any  city.  The  relationship  of  3 
to  1  or  4  to  1  is  probably  the  predominating  relationship.  If  a 
lot  50x100  feet  be  taken  as  a  normal  corner  lot,  with  a  3-1  rela- 
tionship, it  will  be  noted  that  an  addition  of  42%  is  necessary  to 
an  inside  lot.  As  we  increase  the  width  or  length  of  the  lot,  the 
corner  influence  is  absorbed  and  therefore  the  per  cent  of  in- 
crease decreases  with  its  width  and  increases  with  its  depth. 
The  foregoing  comment  is  presented  to  give  the  appraiser  a 
rough  and  ready  standard  of  increase  ;  also  as  reflecting  on  the 
serious  under-appraisal  of  high-class  retail  property  with  the 
concurrent  over-appraisal  of  ordinary  retail  property  in  the 
adoption  of  a  uniform  rate  of  from  18^.^  to  33%  increase  by  cer- 
tain of  our  leading  cities.  A  number  of  cities  add  a  corner  in- 
fluence as  to  the  actual  corners  only,  whether  it  be  20  feet,  30 
feet,  40  feet  or  any  other  width.  They  fear  that  it  might  o\-er- 
appraise  the  second  lot.  The  ine(|uality  resulting  frt)m  calcu- 
lating ditiferent  values  on  four  difi^erent  corners  oi  dift'erent  di- 
mensions perhaps  at  the  same  street  intersections  must  be  mani- 
fest. For  if  a  corner  influence  on  a  20  foot  corner  is  added,  leav- 
ing the  remaining  80  feet  without  addition,  while  across  the 
street  perhaps  a  50  foot,  perhaps  a  100  foot  corner  property  is 
increased  up,  a  pal])al)le  ine(|ualit\   ensues.     To  those,  who  think 
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the  80  foot  lot  is  worth  no  more  than  a  nearby  inside  lot,  inquiry 
should  be  made  of  the  owner  as  to  its  value  and  an  attem.pt  made 
to  buy  it  at  such  inside  lot  value. 

How  little  the  Cleveland  system  adds  to  the  second  corner 
lot  will  be  seen  from  the  above  table.  For  example,  taking 
again  the  3  to  1  relationship,  the  second  lot  takes  on  72%  less 
63%  or  9%  of  the  side  unit,  or  a  value  of  $309,  or  but  3%  in- 
crease over  an  inside  lot  of  $300  per  foot. 

A  few  examples  of  Cleveland  real  estate  valuations  for  as- 
sessment purposes  will  be  interesting  as  showing  the  great  varia- 
tion in  corner  lot  value  under  scientific  methods,  results  not  pos- 
sible under  fixed  percentage  increases.  I'he  southwest  corner  of 
Euclid  and  East  4th  street,  known  as  the  Kresge  corner  is  as- 
sessed at  a  unit  of  $15000  yet  the  assessed  running  foot  is  $21,920 
or  a  46%  increase  over  a  standard  lot.  The  Park  building  site, 
the  southeast  corner  of  the  Public  Square  and  Ontario  street, 
assessed  at  $10000  a  unit,  is  assessed  at  $23,739  a  running  foot. 
The  northwest  corner  of  Euclid  and  E.  6th  street  occupied  b}- 
the  United  Cigar  store  and  others  is  assessed  at  $12000  a  unit, 
yet  it  figures  and  is  assessed  at  $31,707  a  running  foot.  The 
National  City  Bank  Building  site  on  the  opposite  and  the  north- 
east corner,  formerly  known  as  the  Garfield  building,  has  an 
assessed  unit  value  of  $12000,  yet  its  running  foot  value  is  like- 
wise $25,703. 

Most  interesting  are  the  Euclid-E.  9th  street  corners,  Cleve- 
land's best  known  and  busiest  corners,  occupied  respectively  by 
the  Union  Trust,  the  Cleveland  Trust,  Schofield  and  Hickox 
buildings.  The  unit  values  are  $12,500  as  to  three  of  these  cor- 
ners and  $13,000  as  to  the  Schofield  site.  The  northwest  corner, 
occupied  by  the  Hickox  building  is  assessed  at  $24,967  a  running 
foot.  The  northeast  corner,  being  the  Union  Trust  building  site, 
is  appraised  at  $34,697  a  running  foot.  The  southeast  corner, 
occupied  by  The  Cleveland  Trust  is  assessed  at  $17,416.  The 
southwest  corner,  the  Schofield  building  site  is  assessed  at 
$47,427  per  frontage  foot.  These  extreme  variations  are  due  to 
differences  in  depth,  in  width,  in  side  street  units  and  in  the 
shape  of  each  lot. 
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It  may  be  suggested  that  these  systems  are  al!  riglit  in  the- 
ory but  are  not  founded  in  fact.  Of  course  no  system  appraises 
all  factors  of  value.  In  a  particular  appraisal,  the  income  should 
be  considered,  the  money  market,  interior  or  superior,  present 
and  potential  uses,  the  lease  rentals,  the  state  of  obsolescence  of 
the  building  and  many  other  speculative  and  economic  factors 
Outside  of  special  factors  of  local  or  particular  significance  re- 
quiring deviations  from  the  rule  in  the  judgment  of  the  appraiser, 
requiring  perhaps  increased,  perhaps  decreased  corner  influence 
value,  these  systems  are  of  great  assistance  in  fixing  comparative 
land  values  and  are  in  many  instances  based  on  actual  and  in 
some  cases  very  rich  experience.  More  and  more  realtors  and 
investors  are  relying  on  their  validity  and  credibility. 

The  late  A.  D.  Bernard  of  Baltimore  gave  his  formula  of  a 
double  lot  valuation  as  the  result  of  his  twenty,  years'  experi- 
ence as  a  real  estate  expert — experience  acquired  in  the  review  of 
nearly  100.000  pieces  of  real  estate,  ranging  in  value  from 
$100  to  $2,000,000.  Mr.  Richards  of  Washington  has  been  tabu- 
lating sales  to  assessments  for  a  number  of  years.  Mr.  Pleydell 
of  New  York  City,  is  one  of  the  oldest  students  in  the  United 
States  of  real  estate  appraising.  Engineer  Cloos  of  Milwaukee. 
Messrs.  Martin.  Alcott  and  Babcock,  all  of  Chicago,  are  widely 
known  for  their  study  and  writings  on  this  subject.  Mr.  Somers 
had  several  years  experience  in  New  York,  Cleveland,  St.  Paul 
and  other  cities.  Cleveland  has  been  appraising  for  taxation  pur- 
poses probably  v30,000  corner  lots  annually  since  1910  with  no 
greater  proportion  of  complaints  as  to  them  than  to  inside  prop 
erties.  In  the  1924  re-appraisal  of  Euclid  avenue  in  the  city  of 
Cleveland,  19%  of  inside  lot  owners  complained  of  their  valua- 
tion while  but  18%  of  the  corner  owners  complained.  Euclid 
avenue  is  in  part  a  high-class  retail  thoroughfare,  in  part  ordi- 
nary retail  and  in  part  a  residential  speculati\e  district  fast 
changing  to  ordinary  retail  and  having  land  \  ahic^  ranging  fr(.>m 
$1000  to  $15,000  per  standard  lot. 

Some  authorities  attach  additional  value  to  the  actual  corner 
only,  whether  the  same  be  20.  30,  40,  50  or  100  feet  wide.  That 
this  is  not  scientific  and  will  involve  many  discriminations  and 
inequalities  must  be  evident  when  we  consider  varying  cases, 
for  example : 
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4  Corner  Lots  100'  x  100'  Subdivided 
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If,  in  the  above  cases,  we  figure  only  an  added  value  to  lot 
8,  we  will  get  a  different  value  for  8  plus  9  as  compared  with 
lot  5,  although  the  two  blocks  are  manifestly  of  like  value.  If 
we  give  a  corner  value  addition  to  lot  4  only  in  block  1-2-3-4,  we 
will  get  a  different  value  for  1-2-3-4  as  comj)ared  with  block  5, 
or  block  8  and  9,  or  block  6  and  7 — again  manifestly  erroneous. 

The  true  test  of  a  corner  lot  system  must  be  that  blocks  of 
like  size  and  units  when  added  together  will  be  identical  in  value 
with  other  blocks  of  the  same  area.  For,  rest  assured,  the  public 
assessor  will  be  called  upon  to  reduce  a  block  or  a  lot  when  by 
comparison  with  another  adjacent  block,  there  is  a  variation 
against  the  owner  of  other  lots. 

The  following  tables  of  Corner  Lot  Values  may  prove  a 
guide  in  approximating  the  real  value  and  also  give  a  compara- 
tive and  average  corner  lot  computation  under  the  various  sys- 
tems and  with  various  street  unit  relationship. 
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CORNER  LOT  VALUE  TABLE 

Lot  100  X  100  feet 
SYSTEMS  COMPARED 


Inside 

Zangcrle 

Somers 

Haltiiiiorc 

Average 

Street 

Lot 

COriier  Lot 

Corner  Lot 

Corner  Lot 

Corner  Lot 

ITnits 

Values 

\'alues 

Values 

Values 

Values 

7-1 

100% 

110.3% 

110.52% 

lis.   % 

111.94% 

6-1 

100 

112. 

110.88 

116.  7 

113.19 

5-1 

100 

114.4 

111.89 

120. 

115.43 

4-1 

100 

118. 

113.17 

125.08 

118.75 

3-1 

100 

124. 

115.45 

133.  3 

124.25 

2-1 

100 

136. 

121.32 

150. 

135.77 

1-1 

100 

172. 

150. 

200. 

174. 

Jn  the  above  table,  the  first  colunin,  "street  units,"  indicates 
the  relationship  between  the  value  of  the  front  street  units  and 
the  side  street  units.  The  relationship  in  the  first  column,  for 
example,  7-1,  may  be  $700  on  the  main  street  and  $100  on  the 
side  street.  The  case  will  apply  to  any  other  similar  relationship 
however,  such  as  $7,000  to  $1,000,  or  $3,500  to  $500,  or  $1,750  to 
$250.  The  second  column,  "Inside  Lot,"  will  represent  an  in- 
side lot  100  feet  in  depth  free  from  any  corner  influence,  which 
is  taken  as  the  basis  of  value  and  further  comparison.  The  third 
and  sticceeding  columns  shows  the  corner  lot  value  on  a  percent- 
age basis  over  the  value  of  an  inside  lot. 

Thus,  taking-  a  lot  where  the  front  unit  is  4  times  that  of 
the  side  street,  with  a  lot  100  x  100  feet,  the  inside  lot,  being  at 
least  100  feet  from  the  corner,  is  worth  100  per  cent.  The  corner 
lot  as  figured  by  the  Zangerle  method  is  worth  118  per  cent.  The 
Somers  corner  value  is  llv3.17  per  cent,  while  the  Baltimore  value 
is  125.08  per  cent.  The  average  for  the  three  systems  is  118.75 
per  cent.  This  corresponds  quite  closely  to  the  old  method  of 
adding  20  per  cent  but  would  apply  only  to  corners  100  feet  wide 
and  where  the  side  street  unit  is  25  per  cent  of  the  main  street 
unit.  Where  the  relationship  of  street  values  varies  from  4  to  1 
the  percentage  is  greater  or  less  as  indicated. 

The  following  will  give  comparisons  under  the  various  sys- 
tems for  a  corner  lot  only  50  feet  wide : 
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CORNER  LOT  VALUE  TABLE 

Lot  50  X  100  feet 

SYSTEMS  COMPARED 


Inside 

Zangerle 

Soniers 

Baltimore 

Average 

Street 

Lot 

Corner  Lot 

Corner  Lot 

Corner  Lot 

Corner  Lot 

Units 

Values 

Values 

Values 

Values 

Values 

7-1 

100% 

118.  % 

118.35% 

120.71% 

1 19.02%. 

6-1 

100 

121. 

118.79 

124.14 

121.31 

5-1 

100 

125.2 

121.45 

128.95 

125.20 

4-1 

100 

131.5 

123.75 

136.23 

130.39 

3-1 

100 

142. 

129.22 

148.33 

139.85 

2-1 

100 

163. 

138.07 

172.45 

158.50 

1-1 

100 

226. 

190.07 

244.98 

213.35 

To  arrive  at  the  ^•alue  of  a  corner  lot  50  x  100  feet,  the  inside 
lot  50  X  100  feet,  at  least  100  feet  from  a  corner,  is  worth  100  per 
cent.  The  corner  lot  Zangerle  method,  if  the  relationship  of 
the  street  units  is  $500  in  front,  $100  on  the  side  (or  any  other 
5  to  1  relationship)  is  approximately  125  per  cent.  The  Somers 
value  would  be  approximately  121  per  cent,  while  the  Baltimore 
system  would  be  approximately  128  per  cent.  This  means  that 
when  the  front  street  is  worth  5  times  as  much  as  the  side,  on  a 
lot  50  X  100  feet,  the  Somers  corner  vahie  is  approximately  21 
per  cent  more  than  an  inside  lot,  the  Zangerle  value  25  per  cent 
greater,  while  the  Baltimore  system  figures  such  a  corner  at  28 
per  cent  greater  tlian  the  inside  lot  value.  Such  an  increase  rep- 
resents approximately  the  value  o^  a  12V2  foot  adjacent  alley 
for  light  and  approach,  and  does  not  add  anything  for  show  space 
or  traffic  value.  The  percentage  of  increase  is  therefore  too  little 
rather  than  too  much. 

It  will  be  seen  from  the  above  that  the  corner  value  as  fig- 
ured under  the  three  systems  varies  very  slightly,  that  the  Balti- 
more system  appraises  the  corner  considerably  higher  than  the 
Zangerle  or  Somers  system  and  that  the  Somers  system  is  some- 
what under  the  Zangerle  calculations,  de])ending  on  the  unit  re- 
lationship. 

When  finding  the  value  of  a  corner  lot,  if  it  be  more  than 
100  feet  deep  from  the  front  or  high  valued  street,  find  its  value 
as  a  corner  lot  fronting  on  the  high  unit  street  but  figure  100 
feet  deep  only  and  then  find  the  value  of  the  rear  of  the  lot  as 
though  it  faced  the  low  valued  or  side  street  only. 
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For  example:  If  the  frontage  (Diagram  2)  on  the  S300  side 
street  had  been  120  feet,  the  additional  20  feet  would  be  figured 
at  the  side  street  unit  for  a  depth  of  50  feet,  making  the  follow- 
ing value : 

20  ft.  X  72.5%  (50  ft.  depth)  (a  S300 $  4.350 

Lot  value  of  Diagram  2 68,900 


$73,250 

The  diagram  on  page  128  gives  a  comparison  of  the  corner 
systems  of  valuation  of  New  York  City.  i')altimore,  Chicago. 
District  of  Columbia.  Somers,  St.  Paul,  (levclaiul,  Buffalo  and 
Pleydell.  with  appropriate  grapliic  descriptions.  This  table  was 
prepared  by  Assessor  Wm.  P.  Richards.  District  of  Columbia.  • 
and  shows  in  an  interesting  manner  comparisons  di'  many  dit 
fcrent  kinds  of  corner  lots  as  calculated  in  dollar-  ami  cents. 

It  appears  from  Diagram  3  that  seven  of  the  eight  examples 
show  no  very  great  variation  in  the  aggregate  valuations  for 
the  different  kinds  of  corner  lots  from  $70,167  to  $82,538,  the 
Buft'alo  system  alone  showing  a  value  under  $70,000.  In  illus- 
trating so  many  corner  lots  with  broad  frontages  and  shallow 
depths,  the  system  which  accents  and  adds  value  to  a  short  lot 
will  show  the  greatest  value.  Where  the  long  and  short  rule 
attaches  less  importance  to  the  first  fifty  feet,  a  lower  \alue  will 
result.  The  map  would  have  been  more  representative  if  fewer 
broad  frontage  lots  had  been  considered,  as  such  lots  are  greatly 
in  the  minority,  indeed  seldom  occur.  A  system  of  corner  valu- 
ations may,  therefore,  be  in  vogue  in  a  particular  city  more  cor- 
rectly valuing  the  average  lot.  while  the  tabic  of  values  might 
reflect  seriously  because  of  the  character  of  lots  used  as  illus- 
trations. Of  the  twelve  lots,  one  finds  the  following  square  or 
broad  frontage  lots — A,  B,  ],  D.  F,  and  G;  in  other  words,  six 
of  the  twelve  illustrations  are  square  or  broad  frontage  lots. 

A  better  perspective  of  the  \arious  systems  would  Ix-  ob- 
tained if  a  more  typical  block  representative  of  standard  shaped 
lots  as  well  as  more  standard  relations  of  unit  values  were  used. 
A  relation,  for  example,  of  $1000  to  $1000  or  even  $1000  to  $800  or 
multiples  thereof  is  the  exception  rather  than  the  rule.    The  gen- 
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eral  run  of  lots  is  nearer  four  or  three  to  one  a^  to  retail  property. 

CORKER  7ALDE3  -  COMPARISORS  BY  VABIOnS  ROLES. 


szoooo  a    § 


150 

i. 


rtC 


50  I  fio  I  fin 


£0. 


-SO. 


e;« 


MX. 


o      '^S40,(JOO 


100 


£Q- 


$1000 


MAIN     STREET 


$1000 


50 


100 
B 


100 


faO 

50 

50 

100 

o 
F     S 

100 

o 
&0 

50 

50 

L       ^ 

60 


50 


2Q|    50 


$400 


MARKET      STREET 


$400 


l.Dletriot  of  Columbia    4.Cliloaeo,  lll.(Uartln)  7«Cleve.0.  (Zaoeerle) 
2,Baltimope,  Md.       5,Clevelaai,0.(3Qmer6)   e. Buffalo,  N.Y. 
a.New  ToMc  City      6,St,  Paul,  Minn.     3.(Pleydell) 


Lot  A 


B 


117200 


81700 


70200 


45500 


122600 


144000 


92700 


64000 


62000 


40200 


81700 


119750 


76600 


129800 


180000 


106500 


67200 


80000 


46600 


28300 


120000 


70800 


46000 


115000 


155000 


96700 


48200 


66000 


40700 


26200 


98800 


70000 


41000 


113000 


148000 


90000 


66200 


64000 


40000 


26000 


116900 


80600 


65900 


111700 


136900 


88900 


60400 


38000 


25000 


40000  32600  39900  26000  35200  36000  38600  3500C  M 


119000 


84000 


67000 


46900 


112000 


140000 


98000 


— -srz 

669501  &4800 


60000 


25900 


123100 


86900 


75200 


48800 


129400 


101300 


59600 


68800 


45200 


113400  A 


7840C 


62000   Q 


46600 


B 


SsSfio  E 


112000  p 


78400   (J 


40000  H 


44800 


31400  £ 


22400  L 


Average 
116018 


81850 


69713 


45538 


111134 


146687 
94063 


54494 


632S0 
39888 


27166 
36413 


Avcracc   '5166  82538  76880  70167  72638  73382  60542  69972 

DiACKAM     .? 

It  should  he  noted   in   the   foregoinj^  comparisons  that  the 
Cleveland  uverai;e  value  for  all  of  these  lots  is  $80,542.  while  an 
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average  for  the  various  totals  of  the  eight  systems  amounts  to 
$75,940.  The  Cleveland  system  is,  therefore,  approximately  5 
per  cent  more  than  the  average  system  of  calculating  these 
twelve  dififerent  kinds  of  lots,  which,  as  aforesaid,  does  not  rep- 
resent the  usual  run  of  lots. 

RLSIDExXTJAL    CORNERS 

In  assessing  Cleveland  residential  property  no  additional 
value  is  added  to  a  corner  lot  over  an  inside  lot.  This  is  done 
entirely  for  administrative  reasons.  The  volume  of  work  en- 
countered will  not  permit  of  any  other  method.  This  does  not 
mean,  however,  that  many  such  lots,  purely  residential  in  char- 
acter, may  not  be  worth  more  than  inside  lots.  If  on  a  street 
inclining  towards  business  development,  or  if  on  an  automobile 
thoroughfare  or  street  car  line,  it  is,  of  course,  not  entirely  resi- 
dential. However,  even  as  to  purely  residential  property  the 
appraiser  must  seek  through  sales  the  market  value  of  such  lots. 
Some  corners  sell  for  the  same  price  as  inside  property,  espe- 
cially where  improvements  are  not  yet  installed  or  not  yet  paid 
for,  or  where  the  corner  lot  is  restricted  against  building  an 
improvement  fronting  on  the  side  street.  Where  none  of  these 
contingencies  exist  the  corner  residential  property  usually  will 
be  found  to  sell  at  a  somewhat  higher  price  than  inside  property. 

In  Cleveland  the  assessor  annually  receives  plots  of  many 
new  allotments  for  valuation  of  the  sub-divided  lots.  Asking- 
prices  are  entered  on  each  lot.  In  a  tabulation  of  several  thou- 
sand residential  lots  by  reducing  them  to  a  standard  foot  basis, 
and  after  eliminating  lots  on  thoroughfares  it  was  found  that 
the  average  increase  in  the  asking  price  of  corner  lots  over 
inside  lots  was  6.7  per  cent.  The  subdivisions  considered  were 
of  many  kinds.  As  to  some  only  grading,  curbing  and  sidewalks 
were  in,  while  others  were  fully  improved.  Some  were  four, 
others  ten  and  twelve  miles  from  the  center  of  the  city. 

It  is  believed  that  one  reason  for  this  increase  in  the  desira- 
bility of  residential  corner  property  is  the  advent  of  the  auto- 
mobile requiring  entrance  to  a  garage.  The  increasing  value  of 
land  and  the  increasing  tax  burden  tend  towards  narrower  lots. 
These  combined  factors  are  undoubtedly  adding  value  to  resi- 
dential   corners    to    many    persons    who    formerly    disliked    the 
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added  care  and  lack  of  exclusiveness  of  such  property.  The 
ability  to  use  the  entire  front  yard  for  lawn  and  structure,  elim- 
inating a  seven  or  eig"lit-foot  driveway  in  front  by  using  seven 
or  eight  feet  cut  off  the  rear,  the  least  desirable  part,  is  an  offset 
to  the  objectionable  features  of  corner  lots.  Driveways  were 
not  so  necessary  eight  or  ten  years  ago  when  there  may  have 
been  one  auto  to  twenty  persons,  while  now  a  garage  and  drive- 
way are  a  necessity  for  most  families,  there  being  about  one 
auto  to  each  five  persons.  Assuming  the  average  standard  fam- 
ily to  consist  of  four  or  five  persons,  the  day  is  fast  approaching 
when  there  will  be  an  auto  for  ever}'  family  and  that  the  demand 
for  garage,  driveway  and  corner  lots  or  wider  lots  will  increase. 

Many  city  streets  constantly  undergo  a  change  of  utility. 
Originally  the  only  structures  may  have  been  residences.  Due 
to  the  growth  of  a  city,  or  a  change  of  routing"  of  street  cars,  the 
street  may  become  a  business  thoroughfare.  In  practical  ap- 
praisal work  in  case  there  be  doubt  as  to  the  proper  classification 
of  a  street,  the  character  of  present  building  operations  should 
control.  In  case  store  buildings  now  predominate  over  dwell- 
ings, the  street  should  be  classified  as  a  business  thoroughfare 
and  so  assessed. 

SEMI-BUSINESS  CORNERS 

All  thoroughfares  enjoying  street  railway  traffic  are  chang- 
ing from  residential  to  business  property  and  will  therefore  take 
on  a  corner  influence,  excepting  corners  on  streets  of  less  value 
than  $50  per  foot  front  will  show  no  corner  influence  but  should 
be  figured  at  100  feet  deep  on  the  main  street  and  the  balance 
of  the  depth  as  fronting  in  the  side  street  on  the  Somers  curve. 
This  treatment  will  invuh'e  generally  an  increase  of  approxi- 
mately 20  per  cent  over  an  inside  lot  of  150  feet  in  depth.  For 
administrative  reasons,  such  corner  lot  only  (i.  e.,  not  the  second 
lot)  should  be  so  figured,  irrespective  of  its  width,  in  cases  of 
semi-business  property  worth  less  than  v$50. 

All  business  lots  with  main  street  \alues  of  $200  per  foot 
front  should  take  on  the  full  increment  as  shown  heretofore. 
For  business  lots  of  less  value  add  as  follows: 


CORXl-.R   LOT  APPRAISALS  131 

TABLE   OF    PARTIAL    L()RXM<R    ADDITIONS 
orncr  Lots  Worth  $200  or  Less  per  Foot  on  the   ^L•lin  Street 
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Diagram  4 

Example:     Lot  50  ft.  front  on  street  worth  $50  per  ft.,  and 
is  100  ft.  deep  alonj^  street  worth  $40  per  ft. 
Main  St.  50  ft.  front  X  100%  (100  ft.  depth) 

of  $50   =  $2,500  Front  value. 

Side  St.  100  ft.  front  X  637c  (Z. 

Curve)  (50  ft.  depth)  of  $40 

=  $2,520.     25%    thereof =       630  Corner  influence. 


$3,130=  Value  of  lot. 
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In  the  above  case  the  full  side  street  value  as  an  inside  lot 
would  be  100  feet  @  $40  =  v$4,000.  The  corner  influence  value 
as  per  the  above  table  would  be  63%  thereof  =  $2,520.  The  unit 
of  the  main  street  of  this  corner  being  only  $50.00  it  is  desirable 
that  we  take  only  part  of  such  added  value.  According  to  the 
above  table  we  should  take  only  25%  thereof,  which  equals 
$630.00.  This  represents  about  15%  of  the  value  of  an  inside 
lot.  Had  the  main  street  unit  been  $200  or  over  the  full  corner 
influence  addition  would  have  been  taken. 

When  a  corner  lot  is  less  than  100  feet  in  frontage  the  sec- 
ond lot  within  100  feet  of  the  corner  is  assessed  on  a  valuation 
equivalent  to  the  difference  between  a  100  x  100  foot  lot  and  the 
actual  corner  lot,  figured  on  the  Zangerle  curve  value. 

TRIANGULAR  LOTS   (Right  Angle) 

Produce  the  value  of  the  lot  as  a  rectangle  at  its  given  width 
and  depth,  at  its  unit  value.  When  the  base  of  the  triangle  is 
on  the  street  take  the  following  percentage  of  its  full  value. 
Said  percentages  should  be  governed  by  the  depth  of  the  per- 
pendicular of  the  triangle : 

When  perpendicular  is 
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400 

"  81  % 

450 

"  82  % 

500 

"  83  % 

550 

"  84  % 

600 

"  85  % 

Example :  Triangle  with  base  on  street  worth  $100  per  foot. 
Base  of  triangle  from  A  to  B  is  50  feet.  Length  of  the  perpen- 
dicular from  A  to  C  is  100  feet.  Produce  rectangle  A  B  D  C 
whose  value  would  be  $100  X  100%  X  50  =  $5 ,000.  The  per- 
pendicular A  C  is  100  feet.  100  feet  on  the  table  equals  65%— 
the  triangle  ABC  equals  65%  of  $5,000,  or  $3,250. 

When  the  apex  of  the  triangle  is  on  the  street,  as  shown  in 
above  example,  BCD,  you  produce  its  value  as  a  rectangle  as 
before,  and  then  take  the  percentage  thereof  that  would  be  given 
by  deducting  the  per  cent  representative  of  the  depth  of  the  per- 
pendicular from  100%. 

Example:  Triangle  B  D  C  as  a  rectangle  is  worth  $5,000. 
Tts   perpendicular   is    100   fc^-t   long.      A    100-foot   perpendicular 


Street     jflOO 


c         0 

Diagram  5 

with  the  base  on  the  street  is  worth  65%,  and  when  the  apex  is 
on  the  street  it  is  worth  100% — 65%  =  35%.  Therefore  tri- 
angle B  D  C  is  worth  35%  of  $5,000  or  $1,750. 

The  above  percentages  of  value  are  merely  convenient  tables 
resulting  from  the  use  of  the  Somers  table  of  values  for  varia- 
tions of  the  standard.  The  same  results  would  be  secured  by 
zoning  the  lot,  by  taking  the  average  width  of  each  zone  10  feet 
in  depth  each  as  a  rectangle  or  trapezium  and  multiplying  by 
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the  Somers  table  of  percentage  for  each  such  10-foot  zone  and 
adding  the  result  as  hereinafter  more  fully  described.  This  tri- 
angular system  will  save  the  labor  of  writing,  calculating  and 
adding  the  several  zones  of  each  lot,  as  this  is  a  very  laborious 
method. 

MERGED    LOTS 

When  a  lot  extends  through  from  one  street  to  another,  as 
the  lot  A  C  D  E,  and  one  street  has  a  liigher  unit  than  the  other, 
the  appraiser  must  merge  the  value  ;  that  is,  find  the  point  B  in 
the  total  depth  A  C  where  the  value  of  a  foot  will  be  about  the 
same  whether  figured  at  the  high  or  the  low  unit.  To  find  this, 
add  the  high  and  low  units  together ;  thus,  3  plus  1  equals  4, 
obtaining  the  whole,  of  which  each  unit  is  a  proportionate  part. 
Divide  the  number  of  feet  in  depth,  (160)  by  the  sum  obtained 
and  multiply  the  quotient,  (40)  by  each  of  the  units  separately, 
(3  X  40=  120,  and  1  X  40  =  40)  and  the  result  will  be  the  num- 
ber of  feet  in  depth  that  each  unit  must  extend  into  the  lot 
before  it  will  merge  with  the  other  unit. 


H\qK  Straat 
»30Q0 


$1000 
Low  Styggt 

I)ia(;k.\m   () 


Example :     Lot  50  feet  wide,  160  feet  deep,  fronts  on  street 
worth  $3,000  per  foot  and  backs  on  street  worth  $1,000  per  foot. 
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Add  $3,000  and  $L000  equals  $4,000  or  a  unit  of  4.  160  feet 
divided  by  4  equals  40.  3.000/4.000  equals  ^.  If  ,l4  equals  40, 
^4  equals  3  X  40  or  120  feet.  1,000/4,000  equals  ^  and  >4 
equals  40  feet.  Therefore  the  high  unit  will  extend  34  the  depth 
or  120  feet  into  the  lot  and  the  low  valued  unit  will  extend  back 
}-4  or  40  feet  inti)  the  lot. 

High  street  frontage,  50  ft.  by  107.5%    (120  feet  depth)   @  $3,000 

equals     $161,250 

Low    St.    frontage,    50    feet    by    6A%     (40    feet    depth)    (g    $1,000 

equals     32,000 

Lot  value    $193,250 

When  the  two  sides  of  a  lot  the  values  of  which  must  be 
merged,  as  above,  are  not  of  equal  length,  then  add  the  length 
of  the  two  sides  together  and  divide  by  2,  thus  obtaining  the 
average  length  of  the  lot.  Then  proceed  to  merge  value  of  the 
high  and  low  units  b}^  using  the  average  depth  as  the  depth  to 
be  divided  as  shown  above. 

Some  caution  should  be  exercised  in  attempting  to  discover 
a  merged  point.  Whenever  a  higher  value  is  produced  by  con- 
sidering a  lot  as  fronting  solely  on  the  higher  valued  street,  it 
should  be  figured  that  way  rather  than  by  figuring  it  as  two  lots, 
one  fronting  on  each  of  the  two  streets. 


CHAPTER  11 

REFLFXTED    VALUE 

How  to  ascertain  value  where  unusual  influences  prevail — 
A  point  in  every  corner  lot  where  it  becomes  more  val- 
uable— Overlap  table — Three  frontage  corners — Three 
street  frontage — Transmuting  corner  to  inside  lot  values. 

Writers  frequently  talk  of  reflected  values,  meaning  by  this 
that  points  of  advantage,  location,  accessibility,  and  transporta- 
tion centers  radiate  their  influence  and  values  inversely  to  dis- 
tances therefrom.  For  example,  taking  the  down-town  section 
in  any  city  it  will  be  found  that  the  sites  enjoying  the  greatest 
advantage  will  enjoy  the  greatest  value  per  foot  and  that  these 
values  shade  ofif  as  distance  therefrom  increases. 

Main  thoroughfares  reflect  values  upon  cross-streets.  The 
latter  may  still  be  used  very  largely  for  residential  purposes, 
worth,  say,  $100  per  foot  front.  When,  however,  the  main 
artery  becomes  worth  $1000  per  foot  front  it  begins  to  reflect 
value  on  cross-streets.  It  spills  over,  so  to  speak.  Business 
which  can  not  afiford  rentals  on  a  $1000  a  foot  street,  desiring  to 
get  into  the  district,  will  hug  the  artery  as  closely  as  possible, 
creating  a  demand  for  location  on  the  residential  streets,  close 
to  the  main  thoroughfare  and  cause  an  increase  of  prices.  Such 
reflected  values  on  cross-streets  enjoy  a  relationship  to  the  main 
street  values  of  3,  4  or  5  to  1  where  the  inside  residential  prop- 
erty may  be  worth  10  to  1.  The  thoroughfare  may  be  worth 
$1000  per  foot  front,  the  residential  street  $100,  but  property 
adjacent  to  the  main  street  will  be  worth  $200  to  $300  per  foot. 
Indeed,  when  the  main  street  is  worth  $1000  the  immediately 
adjacent  property  on  the  side  street  is  worth  $220  as  the  tail  of 
the  200-foot  deep  lot  fronting  on  the  main  street.  That  is  to 
say,  under  the  long  and  short  rule  it  is  estimated  that  the  first 
100  feet  is  worth  100  per  cent  and  the  second  100  feet  is  worth 
22  per  cent  of  the  front  unit,  or  $220  of  the  $1000  unit 

This  indicates  that  the  adjacent  unit  must  be  worth  at  least 
$220  for  the  first  adjacent  lot,  although  it  may  taper  ofif  very 
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rapidly.  If  the  unit  is  less  than  $220  the  rear  100  feet  will  be 
worth  more  as  an  appendage  to  the  front  than  it  will  be  fronting 
on  the  side  street.  The  side  street  entrance,  the  added  light  and 
added  traffic  advantages  surely  add  value  over  and  above  the 
appendage  value.  It  is  probable  therefore  that  such  a  lot  on  a 
side  street  immediately  adjacent  to  the  first  100  feet  will  be  of 
a  value  of  1  to  5  (200  to  1000)  and  more  probably  1  to  4  (250 
to  1000). 

With  a  given  relationship  of  front  street  value  tu  side  street 
value,  there  is  a  point  in  every  corner  lot  where  the  lot  becomes 
more  valuable  when  figured  as  fronting  the  main  street  rather 
than  the  side  street  and  vice  versa.  The  following  table  gives 
the  relationship  of  units  whereunder  an  overlap  occurs  requiring 
a  deviation  from  the  usual  method  of  calculating  corner  values. 
The  second  column  shows  at  what  point  on  the  side  street  with 
a  given  unit  value  on  main  and  side  streets  relationship  the 
overlap  takes  effect.  The  third  column  gives  the  degree  of  angle 
commencing  on  the  side  street  frontage  demarking  the  line  of 
overlap  on  a  200-foot  lot.  In  other  words,  such  projected  hy- 
potenuse of  a  triangle  will  show  what  part  of  such  rear  of  the 
corner  lot  should  be  figured  as  fronting  on  the  main  street  and 
what  part  should  be  figured  as  fronting  the  side  street. 

OVERLAP    TABLE 
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For  illustration,  let  us  take  a  lot  100  feet  on  main  street  by 
200  feet  on  the  side  street.  The  value  on  the  mflin  street  is 
$1200  per  unit,  the  side  street  being  $200,  the  lot  being  illustrated 
as  follows : 

To  compute  the  value  of  lot  A  B  C  D,  Diagram  No.  7. 

First :  Find  the  value  of  the  corner  for  a  frontage  of  65 
feet  and  a  depth  of  101  feet  (A  E  F  H).  Second:  Find  the  value 
of  the  lot  for  the  balance  of  its  width  for  the  full  depth  (B  C  (i 
H).  Third:  Find  the  value  of  the  land  covered  by  the  triangle 
1^  F  G.  .   ,i 

All  of  the  foregoing  to  be  figured  on  the  high  valued  street, 
and  the  following  to  be  figured  from  low  valued  street. 


♦l2po  Main    SfTce^ 

-     gir^ — ^ 


Diagram  7 


Fourth:    Find  the  vahie  of  the  triangle   O  V.  G  and.  Fifth: 
add  the  corner  influence. 

1st:  65  ft.  X  100.41%  (101  ft.  depth)  (S  $1200  equals  $78,320 
2nd:  35  ft.  x  122  %  (200  ft.  depth)  (q}  $1200  equals  51,240 
3rd:    65  ft.  x    10.8  %    ()'2  of  rectangle  99' 
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4th: 


Hh: 


deep  and  101'  from  street)  ra   $1200  equals       8,420 

99  ft.  X    82.61%   (65  ft.  depth)  x 

61.5%  (triangle  base  on  street)  @    $200  equals     10,060 

100  ft.  X  72%  (per  cent  for  cor- 
ner influence  100'  depth)  @     $200  equals     14,400 


LOT  VALUE—  162,440 

In  this  case  ordinarily,  lot  E  F  G  D  and  the  rear  thereof 
would  be  figured  as  fronting  on  the  side  street.  Due.  however, 
to  the  wide  relationship  of  the  front  to  the  rear  units,  viz.,  $1200 
and  $200,  part  of  this  lot,  viz.,  E  F  G  will  have  a  greater  value 
as  fronting  on  the  main  street  and  is  therefore  said  to  overlap 
the  rectangular  lot  fronting  on  the  side  street.  As  above  stated, 
with  a  6  to  1  relationsliip  the  dividing  line  for  overlap  com- 
mences at  101  feet  from  the  corner  with  an  angle  at  32^/4  degrees. 

THREE  FRONTAGE  CORNERS 

When  a  lot  having  a  frontage  of  more  than  100  feet  on  a 
high  valued  street  and  a  frontage  in  the  rear  on  a  low  valued 
street  is  bounded  on  one  side  by  a  street  having  a  value  between 
the  high  valued  street  and  the  low  valued  street,  whose  point 
of  merge  is  MORE  than  100  feet  from  the  high  valued  street, 
proceed  as  follows : 


«2loo  StT^at 
^ — ^H- 


«E50  Siract 


Diagram  8 
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FIRST :  Cut  out  a  block  (A  B  C  D,  Diagram  8)  100  ft.  each 
way  from  the  corner  (A)  on  a  high  valued  street  produce  its 
value  at  the  high  unit  ($2100)  ;  SECOND  :  Produce  its  value  on 
the  side  street  unit  (.$400)  as  corner  influence;  Third:  Pro- 
duce a  point  (F)  in  the  depth  (E  H)  of  the  lot  where  the  high 
valued  street  and  the  low  valued  street  will  merge  in  value ; 
deduct  100  feet  (A  B  I  J)  from  the  full  width  (A  E  or  H  J)  of 
the  lot  (A  E  II  J)  ;  produce  the  value  of  the  remainder  (B  E  H 
I)  of  said  width  by  multiplying  the  unit  (2100)  on  the  high 
valued  street  by  the  percentage  given  for  the  depth  (E  F)  back 
to  the  merge  point  (F),  by  its  width  (B  E)  ;  produce  by  the 
same  method,  the  value  given  by  using  the  rear  unit  ($250)  and 
the  depth  (F  H)  back  to  the  merge  point  (F)  ;  FOURTH: 
Deduct  100  feet  in  length  (A  D)  from  the  full  depth  (A  J)  and 
use  the  remainder  of  depth  (D  J)  as  frontage  on  the  side  street; 
produce  value  for  said  frontage  for  a  depth  of  100  feet  (I  J)  at 
the  side  unit  ($400)  ;  FIFTH  :  For  corner  influence  use  a  front- 
age of  100  feet  (I  J)  on  the  rear  or  low  valued  ($250)  street  and 
the  depth  (D  J)  the  same  as  used  for  frontage  on  the  side  value 
street. 

1st— 100  ft.  X  100%  (%  for  100  ft.  depth  front  value)  @  $2,100.00 

equals    $210,000.00 

2nd— 100  ft.  X  72%    (%  for   100  ft.  depth   cor.   infl.)    @  $400.00 

equals    28,800.00 

3rd— 3  ft.  X  111.5S%o  (%  for  134  ft.  depth  front  value)  @  $2,100.00 

equals    7,028.00 

4th— 3  ft.  X  34.92%   (%  for  16  ft.  depth  rear  value)   @  $250.00 

equals    262.00 

4th— 50  ft.  X   100%   (%  for  100  ft.  depth  side  value)   @  $400.00 

equals    20,000.00 

5th— 100   ft.  X   63%    (%   for   50   ft.   deptli    cor.   Infl.)    @   $250.00 

equals    15,750.00 

Lot  Value    $281,840.00 

THREE  STRI-:b7l^  I'KONTACh: 

When  a  lot  having  a  high  value  on  the  front,  a  lower  value 
on  the  side  street  and  a  still  lower  wilue  on  a  street  in  the  rear, 
has  such  depth  that  the  point  of  merge  would  be  less  than  100 
feet  from  the  high  \  allied  street,  ])roceed  as  follows: 

Find  the  merge  i)oint  (I'.);  (ind  the  value  of  the  lot  for  its 
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width  (C  D)  on  the  hiL;h  valued  street  at  the  unit  of  the  high 
valued  street  by  its  depth  (C  E)  to  the  merge  point  (E)  ;  find 
the  value  of  the  rear  of  the  lot  by  using  the  num])cr  of  feet 
between  the  merge  point  and  the  rear  of  the  lot  (IC  B)  as  front- 
age on  the  side  street  and  for  a  de]>th  e(|ual  to  the  frontage  on 
the  rear  street  (A  B)  by  the  unit  of  the  side  street,  l-'or  corner, 
influence  on  the  front  corner,  find  the  value  of  the  lot  for  a 
frontage  on  the  side  street  (C  E)  at  the  side  unit  equal  to  the 
length  from  the  corner  to  the  merge  point  by  a  depth  (C  D) 
equal  to  the  width  of  the  lot  on  the  front  street.  For  corner 
influence  on  the  rear,  find  the  value  of  the  lot  for  its  frontage  on 
the  rear  street  (A  B)  at  the  unit  of  the  rear  street  and  Avitli  a 
depth  (BE)  equal  to  the  distance  from  the  rear  corner  to  the 
point  of  merge. 

53.50  ft.  X  98.3%    (%   for  96   ft.   depth,   front   value)    @   $400.00 

equals    $  21,036.00 

96  ft.  X  64.05%  (%  for  53.50  ft.  depth,  corner  influence)  @  $300.00 

equals    18,446.00 

24  ft.  x' 75.12%    (%   for  53.50  ft.  depth,   side  value)    (a    $300.00 

equals    5,408.00 

53.50  ft.  X  44.9%  (%  for  24  ft.  depth,  corner  influence)  @  $100.00 

equals    2,400.00 

Lot   value    $  47,290.00 
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When  a  parcel  of  land  having  a  frontage  of  less  than  100 
feet,  on  a  high  valued  street  has  a  rear  frontage  on  a  low  valued 
street  and  is  bounded  on  one  side  by  a  street  having  a  value 
between  the  high  and  low  valued  streets  and  where  the  depth 
of  the  lot  is  such  that  if  the  point  of  merge  between  the  high 
valued  frontage  and  low  valued  rear  would  be  a  point  greater 
than  100  feet,  from  the  high  valued  street,  proceed  as  follows: 
FIRST:  Produce  the  value  of  the  lot  for  its  full  width  (A  B, 
Dia.  10)  for  a  depth  of  100  feet  (B  E)  at  the  high  unit;  deduct 
100  feet  in  depth  from  the  total  depth  of  the  lot  and  use  the 
remainder  (C  E)  as  frontage  on  the  side  street.  SECOND: 
Produce  the  value  of  the  rear  of  the  lot  for  its  frontage  on  the 
side  street  (C  E)  by  its  depth  (C  D)  by  the  side  unit;  THIRD: 
For  corner  influence,   produce   the   value  by   using   100   feet   as 
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Diagram   10 


fronting  on  the  side  (P.  1'-)  with  a  (U'])th  cciual  to  the  width  of 
the  lot  on  the  main  street  (A  B  )  l)y  tlie  side  unit;  also  produce 
the  value  using  the  frontage  on  the  rear  or  low  valued  street 
(C  D)  by  the  depth  of  the  lot  (C  l*".)  by  the  rear  or  low  valued 
unit. 
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1st— 52.1()    ft.    X    100%    {%    for    UK)    ft.    (k-ptli,    frt.nt    value)    @ 

$1,800.00  equals    $  93,890.00 

2nd— 50  ft.  X  1A.\1%  (%  for  52.16  ft.  deptli.  side  value)  Ui  $400.00 

equals    14,820.00 

3rd— 100  ft.  X  63.657o    {.%  for  52.16  ft.   deptii,  corner   influence) 

@  $400.00  equals   25.4(j0.00 

52.16  ft.  X  637o  (7f  for  50  ft.  depth,  corner  iuHuencc)  @  $200.00 

equals    6,570.00 

Lot   value    $140,740.00 

TRANSMUTINC    foKXl'.K    To    IX.^IDI'",    LOT    \ALULS 

Realtors  sonietinics  (Micotintcr  (lilVu-ult}-  in  scciiriiiL;-  ttnit 
values  for  inside  lots  because  the  blocks  in  tiieir  cities  are  for 
the  most  part,  200  feet  square.  Inasmuch  as  100  feet  is  re.^arded 
as  the  frontage  of  a  normal  corner  lot,  there  are  thus  no  inside 
lots  to  fix  a  unit  upon,  although  sales  of  corner  lots  abound. 

Newspapers  frequently  herald  the  great  increase  in  land 
values  as  reflected  by  a  large  corner  parcel,  perhaps  of  unusual 
depth.  Realtors  frequently  Hx  in  their  minds  the  running  foot 
values  derived  from  corner  \alues,  not  taking  the  time  to  analyze 
the  sale  or  lease  for  unit  insifle  lot  values.  It  becomes,  therefore, 
increasingly  necessary  to  analyze  corner  lot  \alties  and  to  trans- 
mute them  to  inside  lot  values — a  process  dail>-  resorted  to  by 
some  appraisers  as  to  all  sales  and  leases  ajjpearing  in  the  daily 
newspapers. 

Let  it  be  assumed  that  a  99-year  lease  has  been  effected  on 
a  basis  of  $6000  rental  per  year  for  five  years,  $8000  for  five 
years  and  $10,000  thereafter,  making  an  average  rental  for  th( 
first  twenty  years  of  $8350,  which,  capitalized  at  6  per  cent, 
creates  a  value  of  $141,666.  Let  us  assume  the  parcel  is  shaped 
as  in  diagram   11. 

Here  is  a  corner  parcel  of  land  125  feet  front  1)y  150  feet 
deep,  leasing  on  an  average  rental  basis  over  twenty  years  cai)i- 
talized  at  $141,616.  'Ilie  question  is — What  unit  value  for  inside 
property  does  such  a  sale  indicate?  First,  deduct  the  rear  50 
ft.  X  $500  equals  $25,000.  We  must  asstnne  a  certain  value  for 
inside  property  on  the  side  street,  which  in  this  case  is  assumed 
to  be  $500.    This  lot  50  ft.  x  125  ft.  being  deeper  than  100  feet, 
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will  be  figured  at  109  per  cent  for  such  added  depth,  which 
makes  $27,250.  Next  deduct  the  corner  influence  100  ft.  at  $500, 
which  equals  $50,000,  at  72  per  cent  (Zangerle's  corner  per  cent) 
equals  $36,000.  Total  deduction  $27,250  plus  $36,000  equals 
$63,250,  from  $141,616  leaves  $78,366  which  represents  the  value 
for  125  feet  or  $627  per  unit  foot  standard  depth.  What,  there- 
fore, appeared  to  show  a  value  of  $1134  running  foot  without 
analysis,  on  closer  investigation  shows  a  value  of  only  $627  per 
foot  standard  depth.  This  again  emphasizes  the  importance  of 
standardizing  sales  and  leases  if  one  is  to  appraise  land  values 
intelligently. 

When  such   a  corner  is  improved  with  a  usable  structure 
the  value  of  structure  should  be  deducted  from  the  capitalized 

J      I 
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Diagram  11 


value  above  indicated,  viz.,  $141,616,  before  proceeding  with  the 
other  deductions.  When  the  lessee  has  agreed  to  raze  the 
building  or  intends  to  do  so  and  erect  a  more  modern  structure. 
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such  improvement  \;iluc  (except  as  to  a  iKniiinal  amount)  should 
not  be  deducted. 

W'hen  there  are  three  street  front as^es,  in  other  words,  two 
corners,  it  becomes  necessary,  of  course,  to  make  further  deduc- 
tions for  the  other  corners. 

A  copy  of  tile  form  used  in  the  CUunty  Auditor's  Office, 
Cleveland,  Ohio,  to  transmute  corner  lot  values  to  inside  lot 
values  will  be  found  in  the  addenda. 


CHAPTER  12 


APPRAISING  IRREGULAR  LOTS 


Systems  utilized — The  zone  method — Three  frontage  triangle 
— How  to  work  out  the  problems — Technical  methods  em- 
ployed. 


In  computiiii;'  the  value  of  irret^ular  lots,  cut  them  up  into 
triangles,  rectangles  and  parallelograms  wherever  possible. 

A  B  C  D  Diagram  12  is  a  lot  186  feet  front,  82  feet  deep, 
and  90  feet  rear.  From  the  points  1)  and  C,  draw  lines  to  E  and 
F,  perpendicular  to  the  line  A.  B.  The  lot  A  B  C  D  will  then 
be  divided  into  the  rectangle  C  D  E  F,  90  feet  front,  and  the  two 
right  angle  triangles  A  E  D,  which  measurements  show^  have  a 
50-foot  base,  and  B  F  C,  46-foot  base  on  the  street.  All  these 
parts  have  a  depth  of  82  feet.  This  plan  makes  the  following 
equations: 

C  D  E  F,  frontage  90  ft.  x  91.897^  (82  ft.  depth)  Cn   $500 $41,350.00 

Triangle  A  E  D  frontage  50  ft.  x  91.89%  x  63.2%  (%  when  Tri- 
angle) @  $500 14.520.00 

Triangle  B  F  C  frontage  46  ft.  x  91.89%  x  63.2%  (is  82  ft.  deep) 

@  $500   13.360.00 

$69,230.00 

p c 

^    i 

$500  Sirgdt 

l^I.VCKAM     12 


^J'he  triangular  lot  .\  li  (.'  (  Dia.  1,^)  has  14.^  feet  front  but  no 
right  angle  nor  perpendicular  depth.  Imoui  the  point  A.  drop 
the  ])erpendicular  ;\   1),  making  the  right  angle  triangle  A  D  C 
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with  210  feet  on  street.     Im-oui  this  ])lan  you  make  the  fullowing- 
equations  : 

Triangle  ADC  frontage  210  ft.  x  105.78%  (115  ft.  depth)  x  66.5% 

(%  when  triangle  i.s  115  feet  deep)  (a>  $500  equals $73,860.00 

Less  Triangle  A  D  B  frontage  65  ft.  x  105.78%   (115  ft.  deep  x 

66.5%  (%  when  triangle  is  115  ft.  deep)  &  $500  equals...   22,860.00 


Equals  Triangle  ABC  frontage  145  ft.  x  105.78%  (115  ft.  depth) 

X  66.5%  (%  when  triangle  is  115  ft.  deep)  (a  $500  equals.  .$51,000.00 


Dl.\GR.\M     13 

The  above  equations  illustrate  the  following  rule:  The 
value  of  any  triangular  piece  of  land  is  its  base  in  feet  times  the 
street  standard  unit  changed  to  the  correct  unit  by  applying  the 
proper  percentage  for  the  perpendicular  depth. 

Diagram  14  is  a  lot  A  B  C  D  having-  no  two  sides  parallel. 

Prolong  the  street  line  A  B  to  indefinite  points  on  both  sides 
of  the  lot;  extend  the  rear  line  C  D  to  the  street  making  the 
line  C  E;  from  the  points  C  and  D  draw  the  lines  C  F  and  D  G 
perpendicular  to  the  street.  The  value  of  the  lot  will  be  the 
value  of  C  E  F  less  the  value  of  B  C  F  and  A  1)  1^  as  set  forth 
in  the  following  equations : 

Ft.        Ft.  '/  of       y<  of  St. 

Front    Deep      Depth       Tri.        Unit 

Tri.  C  E  F  326— (168)  x  118.09  x  71.2()  Oi    100 $27,430.00 

Less 

Tri.  B  C  F  32— (168)  x  118.09  x  71.26  (fi    100 $  2.695.00 

Tri.  A  D  E  204— (  82)  x  91.89  x  63.2  (a    100 11,845.00 

14.540.00 

Land  value  of  lot  A   B   C   D $12,890.00 
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ZONE  AiETHOD 

When  it  is  impracticable  to  divide  a  lot  into  triangles,  rect- 
angles and  parallelograms,  the  zone  method  is  used  for  figuring 
value.    To  obtain  the  land  value  in  this  way  proceed  as  follows : 

Diagram  15  is  an  irregular  lot  with  frontage  A  B  of  80  feet 
and  extreme  perpendicular  depth  (AC)  of  80  feet.  Measure 
along  the  perpendicular  depth  and  at  every  ten  feet  from  the 
frontage  draw  lines  parallel  to  the  street,  dividing  the  lot  into 
eight  zones.  The  width  of  these  zones  through  their  centers  are 
used  for  figuring-  the  value.  The  width  of  No.  1  zone  is  the  dis- 
tance between  the  side  lines  of  the  lot  at  5  feet  from  the  street; 
the  width  of  No.  2  zone  is  taken  at  15  feet  from  the  street,  etc. 


ft 


»100   Shad 

Diagram  14 

Correct  measurement  of  lot  line  may  be  made  if  parcel  is 
sketched  on  cross-section  paper.  The  correct  unit  for  each  zone 
is  obtained  by  taking  the  proper  per  cent  of  the  street  unit 
according  to  the  perpendicular  distance  from  the  front  of  the  lot. 
No.  1  zone  being  the  first  10  feet  in  depth  will  have  for  a  correct 
unit  25  per  cent  of  the  street  unit.  No.  2  zone  being  the  next  10 
feet  in  depth  takes  16  per  cent  (41% — 25%)  of  the  street  unit 
for  its  correct  unit,  etc.  (See  Somers  table  for  the  per  cent 
applied  to  each  zone.) 

The  width  in  feet  times  the  correct  unit  makes  the  value 
for  each  zone.  Added  together  they  make  the  total  \  alue  of  the 
land. 

VALUE 

No.  1  zone,  25    %  of  $10(1  or  $25.00  x  81  feci  average  widtli $2,025.00 

No.  2  zone,  16    %  of  $100  or  $16.00  x  82  feet  average  width 1,312.00 

No.  3  zone,  13    %  of  $100  or  $13.00  x  83  feet  average  width 1,079.00 
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No.  4  zone,  10    %  of  $100  or  $10.00  x  75  feet  average  width 750.00 

No.  5  zone,    8.5%  of  $100  or  $  8.50  x  68  feet  average  width 578.00 

No.  6  zone,     7    %  of  $100  or  $  7.00  x  66  feet  average  width 462.00 

No.  7  zone,    6.1%  of  $100  or  $  6.10  x  48  feet  average  width 292.00 

No.  8  zone,     5.3%  of  $100  or  $  5.30  x  15  feet  average  width 79.50 

$6,577.50 


When  a  lot  has  a  frontage  on  a  main  street  of  more  than 
100  feet  and  a  depth  on  a  side  street  of  more  than  100  feet,  as  in 
Diagram  16,  proceed  as  follows : 

First :  Find  the  value  of  the  corner  for  a  width  of  100  feet, 
on  the  high  valued  street  (A  E),  at  the  high  unit  for  a  depth 
of  100  feet  (A  G).  Second:  Find  the  value  of  the  lot  for  the 
halance  of  its  width  (B  E),  at  the  value  of  the  high  unit  for  ihc 
full  depth  of  the  lot  (B  E  H  C).  Third:  Find  the  value  of  the 
rear  of  the  lot  lying"  back  of  the  first  parcel  computed  as  though 
it  had  a  frontage  on  the  side  street  (D  G)  equal  to  the  difference 
between  100  feet  and  the  full  length  of  the  lot  and  for  a  depth  of 
not  over  100  feet  (I)  11).  Fourth:  For  corner  influence,  tind 
the  vahie  for  100  feet  front  (A  G)  and  100  feet  deep  (A  K)  at 
tlie  side  unit.  If  tiie  \u\  is  irregular  in  sliape,  cut  it  up  into  rect 
angles,  triangles,  parallelograms  or  tra])e/.oids,  bearing  in  mind 
the  dimensions  as  set  forth  for  each  example. 
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1st— 100  ft.  X  100%  (100  ft.  depth)  @  $2,500.00  equals $250,000.00 

2nd— 44.20   ft.  x   119.46%    (177.41    ft.   average   depth)    @   $2,500 

equals    132,000.00 

3rd— 41  ft.  X  96.3%  (91.57  ft.  depth)  x  64%  (tri.  base  on  street) 

@  $1,500.00  equals 37,900.00 

86.48  ft.  X  96.3%  (91.57  ft.  depth)  @  $1,500.00  equals "  124,920.00 

4th— 100  ft.  X  12%   (%  cor.  infl.  for  100  ft.  depth  @  $1,500.00 

equals    108,000.00 

Lot   value    $652,820.00 


THREE  FRONTAGE   TRIANGLE 

When  a  parcel  of  land  is  in  the  form  of  a  triangle  facing" 
three  streets,  as  in  Diaj^ram  17,  find  the  merge  point  (D)  be- 
tween angle  A  and  angle  C  (finding  merge  point  explained 
Diagram  6).  Draw  a  line  (D  F  R)  from  this  merge  point  (D) 
to  angle  B.  Find  a  merge  point  (11)  between  angle  A  and  angle 
B  and  draw  a  line  (11  EC)  from  this  merge  point  (H)  to  angle 
(C).  Draw  a  line  (A  F)  between  the  remaining  angle  (A)  of 
the  parcel  and  the  intersecting  ])oint  (F)  of  the  lines  previously 
drawn. 
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Find  the  distance  at  right  angles  from  each  of  the  respective 
sides  of  the  triangle  to  the  point  (F)  where  all  of  the  merge 
lines  cross.  Compute  the  value  of  each  of  the  triangles  created 
(triangle  A  B  F,  No.  1  ;  triangle  B  F  C,  No.  2 ;  and  triangle  A 
F  C,  No.  3),  using  their  base  (A  B  for  No.  1,  B  C  for  No.  2  and 
A  C  for  No.  3)  as  the  base  line  on  each  of  the  respective  streets 
on  which  they  rest;  the  right  angle  lines  (F  II  for  No.  1,  F  G 
for  No.  2,  and  F  I  for  No.  3)  are  the  ])erpendiculars  of  the 
triangles. 

Proceed  as  in  all  other  triangulation. 
Tri.  No.   1—435  ft.  x  82.61%    {7o  for  65  ft.  dcptli)   x  61.5%    (65 

ft.  tri.  %)   @  $50.00  equals $11,050.00 

Tri.  No.  2—349  ft.  x  107.S07o  (%  for  120  ft.  dcptli)  x  67%   (120 

ft.  tri.  %)  @  $75.00  equals.. 18,850.00 

Tri.  No.  3—334  ft.  x  110.5%   (%  for   130  ft.  depth)   x  68%    (130 

ft.  tri.  %)  @  $75.00  equals 18,820.00 

Fig.   22— Total    Value $48,720.00 


♦15 


Stroct 
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TRIANGLE  ON   TWO   STREETS 

When  a  parcel  of  land  has  the  f()rniation  of  an  acute  angle, 
two  long  sides  of  which  arc  bounded  l)y  different  streets  and  the 
apex  of  which  lies  at  the  junction  of  the  two  streets,  proceed 
as  follows : 

Find  the  points  (A  and  B,  Diagram  18)  about  ecpiidistant 
on  each  side  line  from  the  apex  (C)  of  the  triangle  where  side 
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lines  will  be  intersected  by  a  chord  (A  B)  ten  feet  in  length 
across  said  triangle;  eliminate  as  unutilizable  that  part  of  the 
triangle;  (A  B  C)  between  the  chord  and  the  apex;  merge  the 
value  (point  G  7^/^  feet  from  A,  and  2'>4  feet  from  B)  on  the 
chord  (A  B)  merge  the  value  (point  F  35.25  feet  from  E  and 
11.75  feet  from  D)  on  the  full  perpendicular  depth  (E  D)  ;  con- 
nect these  merge  points  (F  and  G)  by  a  line  (F  G)  and  find  the 
length  of  this  line  in  feet  (82.5)  ;  average  the  length  of  this  line 
with  the  frontage  on  main  street, 

82.5  plus  90.28 

=86.39 

2 
average  the  length  of  the  depth  (E  F)  on  the  perpendicular  and 
the  length  of  depth  (A  G)  on  the  chord 

35.25  plus  7.5 

=21.37 

2 

Proceed  to  find  the  value  of  this  presumed  rectangle  (86.39  feet 
X  21.37  feet)  by  multiplying  the  unit  ($1200)  by  the  percentage 
(43.04%)  representative  of  its  depth  (21.37  feet)  by  the  length 
of  the  rectangle  (86.39  feet).  Proceed  to  find  the  value  (of  B  D 
F  G)  and  size  of  a  presumed  rectangle  lying  between  the  merge 
line  (F  G)  and  the  line  (B  D)  of  the  low  valued  street,  and 
bounded  at  the  ends  by  the  perpendicular  (D  F)  and  the  chord 
(B  G)  as  in  the  former  instance.  Add  the  two  results  together 
for  the  value  of  the  lot. 


«AOO 
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Diagram   18 


(A   E   F   G)   average   front  86.39  ft.  x  43.047o    (%   for  average 

depth  21.37  ft.)  @  $1,200.00  equals $  44,620.00 
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(B   D   F   G)   average   front  81.47  ft.  x   19.33%    (%   for  average 

depth  7.13  ft.)   @  $400.00  equals 6.300.00 


\alue  of  lot $  50.920.00 

While  the  foregoing  represents  the  proper  technical  method 
of  appraising  such  corner  lots — a  triangular  lot  with  an  acute 
angle  on  two  streets — it  may  be  stated  in  general  that  such  cor- 
ners, when  the  angle  is  very  acute,  may  over-value  the  property. 
Indeed,  in  many  such  cases  the  point  for  a  considerable  distance 
is  worthless,  except  for  public  use.  Such  lots  may  be  so  narrow 
as  to  preclude  the  possibility  of  constructing  a  tenantable  build- 
ing and  render  necessary  special  consideration  regardless  of  rule. 


CHAPTER  13 


GRADED  UNITS 


Method  for  determining  the  value  of  a  very  deep  lot  on  a 
corner — Value  of  typical  parcels — The  Somers  curve  ex- 
tended— Restricted  lots — Alleys  and  the  value  they  add  to 
land. 


When  a  lot  having-  a  frontage  of  more  than  100  feet  on  a 
high  valued  street  is  of  a  depth  of  500  or  600  feet  along  the  side 
street,  whose  unit  values  grade  away  after  passing  a  point  200 
feet  back  from  the  front  of  the  lot,  and  when  it  has  a  rear  front- 
ing on  a  very  low  valued  street,  proceed  as  follows : 


Find  the  merged  point  (E)  between  the  high  and  the  low 
value;  find  the  value  of  the  lot  (No.  1)  for  a  frontage  (B  H) 
and  a  depth  of  100  feet  (B  J)  at  the  unit  ($9a3.00)  of  the  high 
valued  street.  For  corner  influence,  find  the  value  of  the  parcel 
having  100  feet  frontage  (B  J)  on  the  side  street  using  a  unit 
of  the  first  200  feet  and  for  a  depth  of  100  feet  (B  II).  Cut  the 
remainder  of  the  lot  into  parcels  (No.  2  to  No.  7  inclusive)  each 
having  100  feet  frontage  on  the  side  street,  and  having  a  de])th 
of  100  feet.  Find  the  \ahie  of  each  of  these  ]")ortions  or  parcels 
as  inside  lots  facing  on  the  side  street,  using  the  unit  as  scaled 
down  that  would  a])ply  to  each  i)articular  portion.  For  corner 
influence  in  the  rear,  find  the  value  of  the  parcel  having  100 
feet  front  on  the  rear  street  (C  G)  at  the  unit  ($50.00)  for  that 
street  for  a  depth  (C  K)  of  10()  feet.     Where  the  \a1ues  are  under 
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$2(X)  see  semi  hiisiiicss  table  I.  n"  r(trner  intlueiiee.  I'ruduee  the 
value  of  the  reniaiii<lei-  (A  DC  II)  by  imillii)l\  in.u  tlie  unit  on 
the  high  valued  street  by  the  percentage  given  for  the  depth 
(A  E)  back  to  the  merge  point  (K),  by  its  width  (A  11);  pro- 
duce by  the  same  method,  the  \  alue  given  by  using  the  rear  unit 
and  the  depth   (D  1^)  back  to  the  merge  ])oint  (K). 

Fig.  18 
Lot   No.   1—100   ft.   X   100%    (7o   for   100   ft.   depth,   front   value) 

(ft:   $900.00    equals $  90,000.00 

Lot   No.   1—100  ft.  X     72%    (%   for   100   ft.   depth,   corner   influ- 
ence)   @  $125.00  equals 9,000.00 

Lot   No.  2—100  ft.  X   100%    (%   for   100   ft.   depth,   front   vahie) 

@   $125.00    equals 12,500.00 

Lot   No.  3—100  ft.  X   100%    (%   for   100  ft.  depth,   front  value) 

@   $100.00    equals 10,000.00 

Lot   No.  4—100  ft.  X   100%    (7o   for   100   ft.   deptli,   front   value) 

(a:   $90.00   equals 9,000.00 

Lot  No.  5—100  ft.  X  100%    (%   for   100  ft.   depth,   frout  value) 

@   $80.00   equals 8,000.00 

Lot   No.  6—100   ft.  X   100%    (%   for   100   ft.   depth,   front  value) 

@   $70.00    equals 7,000.00 

Lot  No.  7—100  ft.  X  100%   (%   for   100  ft.   depth,  front  value) 

@   $60.00   equals 6,000.00 

Lot   No.   7—100  ft.  X  30%   of   7Z%    (corner   influence   when    100 

ft.  deep  and  high  unit  $60.00)   (a    $50.00  ctpials 1,080.00 

Lot   No.  8—20  ft.  X  141.8%    (%  for  663  ft.  depth,  front  value) 

@   $900.00   equals 25,520.00 

Lot   No.  9—20  ft.  X  6\.257c    {%   for  2,7  ft.   depth,   front  value) 

@   $50.00   equals 610.00 


Total  land  value $178,710.00 

INSIDE  LOTS  AFFECTED  BY  CORNER  INVASIONS 

When  an  inside  lot,  carrying  a  part  of  the  corner  influence, 
is  at  a  different  angle  from  the  corner  lot,  proceed  as  follows: 
Cut  from  the  inside  lots  (Parcels  No.  1  and  No.  2,  Diagram  20) 
such  portion  as  will  make  the  complete  100-foot  square  (ABE 
F)  for  corner  influence.  Then  lind  the  value  of  the  inside  lot 
(No.  1  I  K  L  M)  on  its  front  unit.  Then  create  a  parallelograin 
(A  G  H  I)  whose  width  (A  I)  is  the  difference  between  (100 
feet)  corner  influence  and  {7S  feet)  the  distance  from  the  corner 
(F)  to  the  point  (1)  of  the  l)eginning  of  the  lot  (No.  1).  The 
depth   (A  G)   of  the  parallelogram    (A   Gil    1)   is  the  distance 
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from  a  point  (A)  where  the  line  (A  B)  of  the  parallelogram  (A 
B  E  F)  intersects  at  (G)  the  lot  line  (IK).  Then  find  the  corner 
influence  of  the  parallelogram  (A  G  11  I)  one-half  of  which  will 
be  the  corner  influence  of  the  lot  (No.  1). 
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Diagram  20 
VALUE  OF  PARCEL  NO.  1 

50  ft.  X  100%  (%  for  100  ft.  depth,  front  value)  @  $400.00 .$20,000.00 

45  ft.  X  one-half  of  3%  {%  for  100  ft.— 75  ft.  depth,  corner  influ- 


ence)   @  $200.00  equals. 


140.00 


Value  of  Lot  No.  1 $20,140.00 

In  Fig.  No.  20  we  also  have  lot  No.  2.  To  calculate  its 
value  proceed  according  to  the  above  rule.  First,  find  its  front 
value,  $12,000.  Then  add  the  value  $1130  for  corner  influence 
A  B  C  on  parcel  and  subtract  $140,  the  value  of  the  corner 
influence  A  G  I,  which  portion  was  charged  to  Lot  No.  1. 

VALUE  OF  PARCEL  NO.  2 

30  ft.  X  100%  (%  for  100  ft.  depth,  front  value)  @  $400.00 $12,000.00 

100  ft.  X  one-half  of  11.3%  (%  for  100  ft.— 45  ft.  depth  for  corner 

influence)    @  $200.00   equals 1,130.00 


Less  above  triangle  A  I  G: 
45  ft.  X  one-half  of  3%  (%  for  100  ft.,  75  ft.  depth,  corner  influ- 
ence) @  $200.00  equals 


$13,130.00 

140.00 

Value    Lot   No.  2 $12,990.00 

SOMERS   CURVE   EXTENDED 
Sometimes  it  is  necessary  to  figure  the  value  of  an  inside  lot 
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that  is  over  70()  feet  deep.  If  the  width,  shape  and  location  is 
such  that  it  could  not  he  laid  out  into  an  allotment  (Fig.  21), 
produce  its  value  hy  extending  the  percentage  of  the  Somers 
curve ;  in  other  words,  add  the  per  cent  for  each  100  feet  or  part 
of  100  feet  that  is  added  for  the  same  number  of  feet  between 
the  700  and  600  feet  depths.  According  to  the  depth  table  140.55 
is  the  percentage  for  600  feet  and  142.35  for  700  feet  depth.  The 
diflference  between  these  per  cents  equals  1.8  per  cent;  this 
amount  is  to  be  added  to  the  percentage  for  700  feet  for  each 
additional  100  feet  in  depth,  making  800  feet  144.15  per  cent. 
900  feet  145.95  per  cent,  etc.  If  the  added  depth  is  only  part  of 
100  feet  it  takes  an  added  percentage  equivalent  to  the  percent- 
age for  the  same  number  of  feet  last  shown  on  the  table,  figuring 
back  from  700  feet.  For  10  feet  add  0.15  per  cent,  for  20  feet 
add  0.03  per  cent,  etc.     See  Diagram  21. 
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DiAGR.'^M  21    (above)   Diagram  22  (below) 

If  the  parcel  of  land  has  the  proper  shape  and  location 
(Diagram  21)  for  an  allotment,  lay  out  imaginary  streets  and 
lots  abutting'  thereon  suitable  to  the  neighborhood;  fix  proper 
units  for  the  imaginary  streets;  compute  the  value  of  lots  facing 
on  said  streets  and  add  the  total  value  of  all  the  lots  to  get  the 
true  value  of  the  entire  parcel.     See  Diagram  22. 


Front  on  established  street,  100  x  100%  (100  ft.  depth)  @  $25.00 

equals    $  2,500.00 

Front  on  imaginary  street,   800   100%    (100  ft.  depth)   @  $15.00 

equals    $12,000.00 

Diagram   22.— Total    Land    Value $14,500.00 


158    PRINCIPLES  OF  REAL  ESTATE  APPRAISING 

RESTRICTED    LOTS 

A  most  difficult  appraising  and  assessing-  problem  is  the 
proper  treatment  of  restricted  lots.  A  restriction  in  some  cases 
adds  value  to  property,  such  as  residential  restrictions  maintain- 
ing it  for  exclusive  home  purposes.  Such  property  in  later  years 
frequently  becomes  available  for  apartments  or  stores.  The 
property  originally  may  have  been  worth  $100  per  foot,  grad- 
ually developing  into  apartment  sites  at  $300  per  foot  or  retail 
store  sites  with  much  higher  values.  In  such  case  the  restriction 
becomes  an  undesirable  encumbrance.  Is  the  property  then 
worth  the  value  of  its  restricted  use,  or  is  it  worth  to  the  owner 
one  sum,  to  the  restrictor  another  sum  as  the  value  of  the  restric- 
tion and  to  the  state  for  assessment  purposes  another  sum? 
How  shall  it  be  valued  or  assessed?  The  realtor,  of  course,  will 
go  into  details,  into  the  legal  efifects  of  the  restriction,  proba- 
bility of  avoidance  of  the  restriction  by  the  court,  availability  for 
higher  utility,  in  short,  an  examination  of  grantor's  or  restric- 
tor's  estate  separately  from  that  of  the  grantee. 

Whatever  may  be  the  most  accurate  method,  experience 
soon  convinces  one  that  a  consideration  of  the  value  or  burden 
of  the  restriction  is  impossible  in  any  extensive  plan  of  assess- 
ment within  a  limited  time.  A  deduction  or  increase  in  value  of 
restricted  lands  involves  a  careful  reading  of  each  restriction, 
a  conclusion  as  to  its  permanency ;  whether  personal  or  running 
with  the  land  ;  a  knowledge  of  legal  phraseology  and  conclusion 
as  to  its  legal  sufiiciency ;  investigation  as  to  its  possible  termi- 
nation, either  in  point  of  time  or  change  of  use,  as  may  be 
ordained  by  the  courts.  Then,  too,  in  restrictions  that  are  per- 
sonal, the  value  resides  somewhere.  Any  day  the  restrictions 
may  be  released.  The  owner  should  be  discovered  and  assessed 
for  this  temporary  interest  as  personal  property,  if  the  fee  may 
not  be  taxed  unencumbered. 

Complaint  was  lodged  with  the  board  of  revision  of  Cuya- 
hoga County,  Ohio,  by  the  University  Club  of  Cleveland  as  to 
the  assessment  of  its  property  on  Euclid  Avenue  near  E.  40th 
Street.  The  owner,  residing  next  door,  gave  the  club  a  99-year 
lease  at  $5500  ])er  annum  with  an  option  to  buy  at  $110,000,  the 
lessee  agreeing  to  use  the  premises  for  residential  and  club  pur- 
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poses  only.  Since  the  time  of  the  l)cginning  of  the  lease,  luiclid 
Avenue,  formerly  held  exclusively  between  E.  22nd  and  40th 
Streets  for  high-class  residences,  is  changing  and  being  grad- 
ually utilized  for  business  ])urposes.  The  assessor  in  1922  as- 
sessed the  land  value  at  $510,850.  For  business  purposes  the 
land  was  worth  about  $2000  per  foot  and  the  residence  almost 
worthless.  It  was  assessed,  as  neighboring  land  was  being  sold, 
namely,  at  about  $2000  per  foot,  which  represented  its  business 
utility.  The  Uni\ersit\-  Club  having  since  1910  exercised  its 
option  and  purchased  the  fee  at  $110,000.  owns  a  lot  which  it  can 
sell  subject  to  said  restrictions.  The  assessor  contended  that 
the  highest  utility  was  a  business  utility;  that  the  value  of  the 
land  was  there  and  that  he  was  not  concerned  as  to  where  the 
value  resided,  whether  in  lessor  or  lessee.  He  contended  that 
the  restriction  might  at  any  time  be  released  by  the  former 
owner  or  by  the  court,  which  is  frequently  done  where  a  neigh- 
borhood undergoes  a  change  of  utility. 

The  following  decision  is  of  interest,  in  this  connection  : 

"Courts  of  equity  have  uniformly  refused  to  interfere  for 
the  purpose  of  enforcing  the  restricti\e  covenants  in  cases  where 
the  evidence  shows  that  a  state  of  things  has  arisen  in  the  march 
of  events  which  tlie  parties  to  the  agreement  did  not  contem- 
plate when  it  was  made,  but  which  would  render  its  enforcement 
inequitable  and  unjust,  resulting  in  injury  to  the  defendant  with- 
out any  permanent  benefit  to  the  complainant." 

"Where  the  purpose  of  the  restrictions  as  a  whole  was  to 
make  the  locality  a  suitable  one  for  residences;  and  owing  to 
the  general  growth  of  the  city,  and  the  present  use  of  the  whole 
neighborhood  for  business,  the  purpose  can  no  longer  be  accom- 
plished even  if  all  the  restrictions  should  be  rigidly  enforced,  it 
would  be  oppressive  and  inequitable  to  give  effect  to  the  restric- 
tions, and  to  enforce  them  would  only  harass  and  injure  the 
defendant,  and  equity  will  not  enjoin  their  violation."  Jackson 
V.  Stevenson,  156  ]\iass.  496,  .31  N.  E.  691,  Am.  St.  Rep.  476 
(1892). 

ALL   INTERESTS   IN    LAND   MUST   BE   ASSESSED 

The  larger  question  in  the  hrst  mentioned  case,  however, 
was  rather  whether  it  was  the  dut\'  of  tiie  assessor  to  assess  this 
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property  as  it  is  being  used  and  as  it  was  being  restricted  for 
club  house  purposes  or  whether  he  ought  to  have  appraised  the 
same  without  consideration  of  this  restriction  and  encumbrance 
(because  this  restriction  is  an  encumbrance  just  as  much  as  a 
mechanic's  lien  or  a  judgment  hen  or  a  mortgage  debt).  While 
a  number  of  cases  may  be  found  to  the  effect  that  the  assessor 
must  deduct  debts  or  other  encumbrances  in  valuing  real  estate, 
these  cases  will  be  found  upon  examination  to  arise  from  states 
where  the  statutes  require  a  separate  valuation  of  real  estate 
by  deducting  the  mortgage  encumbrance.  However,  it  will  be 
found  that  the  courts  upon  several  occasions  have  decreed  that 
real  estate  shall  be  assessed  at  its  full  value  and  that  the  amount 
of  debt  secured  by  a  mortgage  thereon  cannot  be  deducted.  See 
Territory  v.  Delinquent  Tax  List,  24  Pac.  182 ;  Allen  v.  Hartford 
Co.  Com.,  74  Md.  294,  22  Atl.  398.  That  a  restriction  against  the 
use  of  real  estate  is  an  encumbrance  quite  as  much  as  a  mort- 
gage. See  Anonymous  2  Abb.  N.  C.  (N.  Y.)  56:  Williams  v. 
Hewitt,  57  Wash.  62,  106  Pac.  496  (1910). 

The  assessor's  appraisal  on  appeal  to  the  board  of  revision 
and  finally  to  the  state  tax  commission  was  sustained.  It  is, 
however,  now  pending  in  the  Court  of  Common  Pleas  on  error. 

The  case  of  Lodge  et  al.  v.  Inhabitants  of  Swampscott,  216 
Mass.  260,  apparently  holds  to  the  contrary.  That  is  to  say,  it 
holds  that  appraisals  must  be  made  on  the  basis  of  its  authorized 
use  and  not  on  the  basis  of  its  unencumbered  use.  "The  deed 
involved  in  this  case  contained  a  provision  that  'no  structure  of 
any  kind  shall  be  erected'  on  a  certain  area.  The  complainant 
contended  that  this,  being  a  valid  restriction,  was  in  the  nature 
of  an  encumbrance  on  the  land ;  and  since  such  a  restriction 
decreased  the  value  of  the  land,  the  appraiser  should  take  notice 
of  this  and  reduce  the  taxation  value." 

"Held,  if,  by  reason  of  a  provision  in  a  deed  of  land  pro- 
hibiting the  erection  of  any  structure  upon  a  certain  portion  of 
the  land,  the  fair  cash  value  of  the  entire  estate  is  diminished, 
the  land  should  be  assessed  for  taxation  at  such  diminished 
value,  irrespective  of  the  manner  in  which  or  the  persons  by 
whom  such  provision  should  be  enforced.  To  assess  this  prop- 
erty without  regard  to  the  roslriclion  wnuld  be  to  assess  it  f(jr 
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an  amount  in  excess  of  its  fair  cash  value  and  in  violation  of  the 
statute.  No  doubt  assessors  cannot  be  compelled  to  inquire  into 
all  the  details  affecting  the  title  to  property,  but  when  their 
attention  is  duly  called  to  matters  relating-  to  its  value  they  are 
bound  to  pay  proper  regard  to  them." 

ALLEYS 

Alleys  should  have  units  assigned  when  k)ts  have  only  such 
accessibility,  and  when  they  have  a  unit  value  assigned  should 
be  treated  as  streets  regardless  of  their  width.  If  the  alley  does 
not  have  a  unit  assigned,  then  add  one-half  of  the  width  of  the 
alley  to  the  lot,  either  as  an  addition  to  its  width  or  to  its  depth, 
according  to  where  said  alley  is  situated. 

Example:  Lot  50  feet  wide  and  100  feet  deep  has  12-foot 
alley  in  rear.  Add  one-half  of  side  alley  to  lot  as  width  and 
make  lot  50  plus  6  or  56  feet  wide.  Add  one-half  of  width  of 
alley  in  rear  to  length  of  lot  and  make  lot  100  plus  6  or  106 
feet  long. 


Straat 

56'     I  I 


lamier 


Dl.AGRAM    2i 

Complete  frontage  56  feet  x  102.48%  (106  feet  full  depth) 
@  $100  =  $5,738.88  or  $5,740. 

The  above  rule  applies  to  business  or  semi-business  prop- 
erty. 

No  addition  is  made  to  the  value  of  residential  property  for 
side  alley  influence.  When  an  alley  runs  along  the  side  of  a 
residential  lot  it  frequently  decreases  its  value. 
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LOT   LINES  IRRELEVANT 

In  calculating-  corner  influence,  appraise  the  entire  area 
within  the  lOO-foot  frontage  on  both  the  main  and  side  streets 
irrespective  of  lot  lines.  Apply  the  frontage  value  on  the  main 
street  and  corner  influence  from  the  side  street  in  figuring  the 
value  of  each  lot. 


ft  7000    5tT<iat 


^<A^C 


Diagram  24 


To  illustrate :  Diagram  24,  A  B  C  D  parcel  No.  1  and  C  D 
E  F  parcel  No.  2  are  w^ithin  the  corner  influence  at  the  inter- 
section of  a  $7000  main  street  and  $1000  side  street.  The  follow- 
ing equations  make  up  the  lot  value  of  parcel  No.  1 : 

Frontage   100  ft.  x  47.9%   (%  for  25  ft.  depth)   @  $7,000  front 

value    $335,300.00 

Frontage  25  ft.  x  72%  (%  when  100  ft.  depth)  @  $1,000  cor- 
ner   influence    18,000.00 

Lot    value    $353,300.00 

To  find  the  vahie  of  parcel  No.  2,  first  mark  ofif  the  portion 
of  the  lot  within  the  lOO-foot  corner  influence  (C  D  H  G).  Pro- 
duce its  front  value  at  the  high  unit  $7000  by  multiplying  the 
same  by  the  number  of  feet  in  side  (C  D)  parallel  with  main 
street  and  the  percentag-e  for  depth  (B  G  less  B  C  or  A  H  less 
A  D) — which  makes  100  per  cent  (100  feet  depth)  less  47.9  per 
cent  (25  feet  depth)  equals  52.1  per  cent.  Second:  Figure  the 
corner  influence  by  using  the  above  depth  (DID  in  feet  (75)  as 
frontage   and   tiie   proper  percentage    (72'/,)    lOr   ilei^th    (C    D). 
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Third:    Fii;uiT  the  I»;ilaiu-c  of  Ujt  (T,  I*"  CI  II)  as  faoinjL;'  the  side 
street. 

1st— 100    ft.   X   52.10%    (%   after   deducting   25    ft.    from    100    ft. 

front  (value  100  ft.  x  75  ft.)  @  $7,000  c(iuals .$.M, 700.00 

2nd— 75  ft.  X  72%  (%  for  100  ft.  depth,  cor.  infl.  75  ft.  x    100 

ft.)  @  $1,000  equals 54,000.00 

3rd— 25  ft.  x  100%  (%  for  100  ft.  depth,  side  value  25  ft.  x  100 

ft.)  @  $1,000  equals 25,000.00 


Parcel  No.  2  value $443,700.00 


CHAPTER  14 
RENTALS  — EVIDENCE    OF    CAPITAL    VALUE 


How  to  transmute  rentals  into  capital  value  of  land — Shall 
five  years  or  longer  be  used  as  the  basis  for  capitalization? 
— Leasehold  valuation  methods  compared,  according  to  the 
present  worth  method — The  capitalization  method — De- 
ferred payments  versus  cash  purchase — Is  there  a  dif- 
ferential? 


Nothing  has  aroused  such  acrimonious  discussion  as  the 
proper  method  of  transmuting  rentals  into  capital  value  of  land. 
The  99-year  leasehold  is  the  prevailing  tenure  system  in  many 
cities  of  down-town  retail  property.  Parcels,  sometimes  im- 
proved, are  leased  on  a  rental  fixed  for  the  entire  term.  Some- 
times the  rental  is  based  on  a  decennial  appraisal  to  be  estab- 
lished by  arbitration.  More  often  the  rental  rises  in  steps,  per- 
haps every  five  or  ten  years  for  a  period  of  twenty  or  thirty 
years,  thereafter  the  rental  remaining  stationary. 

Given  certain  rentals  under  a  l^jiig-time  lease,  what  evidence 
do  such  rentals  tend  to  show  regarding  the  true  value  of  the 
property?  Does  such  capitalization  differ  from  the  real  or  true 
value  of  the  property?  It  is  urged,  on  the  other  hand,  that  leases 
tend  to  raise  land  values,  that  they  are  negotiated  on  a  somewhat 
higher  basis  than  are  cash  sales  and  that  the  true  value  is  there- 
fore less  than  such  resulting  capitalization.  Similarly,  it  might  be 
urged  that  the  ability  to  borrow  money  facilitates  transactions  in 
a  greater  amount  of  property.  The  cash  value  would  become  con- 
jectural. So,  it  is  maintained  the  99-year  lease  facilitates  deals, 
control  and  finance  by  more  people.  The  market  becomes  broad- 
ened. The  lease  perhaps  facilitates  borrowing  of  money  on  it. 
What  the  cash  value  would  be  without  these  facilities  is  impos- 
sible to  determine.  It  may  be  admitted,  and  is  undoubtedly  true 
to  some  extent,  that  all  real  property  sells  for  a  higher  price  in 
view  of  these  facilities  than  it  would  if  cash  were  required.  Just 
as  it  is  true  that  the  market  for  everything  is  broadened  through 
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the   adoption   of   the    Eederal    Reserve    System    whereby    credit 
channels  are  opened  up. 

Those  who  depreciate  or  minimize  the  value  of  this  kind  of 
testimony  always  insist  that  sales  of  property  alone  should  con 
trol,  that  sales  are  the  only  proper  evidence  of  the  true  value  of 
money,  probably  knowing  that  there  are  few  or  no  sales.  Indeed, 
it  is  probable  that  if  the  occasional  available  sales  were  analyzed 
and  if  it  were  shown  that  a  sale  involved  the  assumption  of  a 
large  mortgage  or  a  small  down  payment — it  is  probable  that 
such  evidence  would  be  impeached  as  involving  a  "shoe  string" 
transaction  and,  therefore,  not  properly  indicative  of  the  true 
value  in  money  in  such  lands.  Under  an  act  for  the  levying  of 
taxes  passed  in  the  year  1846  by  the  Ohio  Legislature,  and  sub- 
sequently amended,  it  was  provided  that  assessors  ascertain  the 
amount  of  rents  reserved  in  any  leases  for  a  term  of  years  ex- 
ceeding 14  years  thereafter  renewable ;  and  that  the  value  be 
fixed  by  taking  a  principle  sum,  the  interest  of  which,  at  the 
legal  rate  per  annum,  would  produce  a  sum  equal  to  such  annual 
rentals.  This  law  was  held  constitutional  in  David  Loring  v. 
State  of  Ohio,  16  O.  S.  590. 

The  true  value  must  be  that  value  (expressed,  of  course,  in 
terms  of  money)  for  which  property  will  sell  in  the  market 
under  usual  terms  (namely,  one-half  cash  and  one-half  time), 
by  way  of  leasehold,  fee,  mortgage,  land  trust  certificates  or 
otherwise.  Surely  property  is  worth  what  it  will  produce  in 
income.  If  there  be  no  security  or  if  there  be  doubt  about  the 
sufficiency  of  the  security  the  evidence  becomes  of  little  value. 
Changes  in  the  market  rate  of  money  for  such  investments  will 
also  require  changes  in  capitalization  rate. 

Any  other  construction  than  the  above  would  lead  to  ridicu- 
lous results.  For  example,  a  property  leasing  for  $6000  per 
year  at  6  per  cent  would  be  worth  $100,000,  if  well  secured. 
What  investor  would  say  the  "true  value"  of  the  property  is 
$70,000  (using  a  dififerential  of  30  per  cent)?  Where  is  the 
broker  who  can  supply  such  bargains? 

Opinion  evidence  is  frequently  submitted  showing  that  a 
dififerential  is  necessary.  Far  better  evidence  is  available  and 
indeed  more  pertinent.     The  necessity   for  a  differential   might 
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be  shown  in  two  ways.  First,  by  showing  that  fees  subject  to  a 
lease  sell  at  a  discount  compared  with  a  capitaHzation  of  the 
rent  at  6%.  Second,  that  owners  offer  to  sell  property  at  a  fig- 
ure for  cash  (or  cash  and  time)  at  a  figure  substantially  less 
than  a  capitalization  at  6%  of  the  rental.  Such  evidence  of 
actual  oft'ers  heretofore  made  (not  for  tax  reduction  purposes) 
in  the  regular  course  of  business  would  furnish  a  material  con- 
tribution to  the  subject  matter. 

Evidence  of  a  sale  of  property  on  January  1,  together  with 
the  execution  of  a  lease  thereof  six  months  thereafter,  or  even 
the  same  day,  from  the  buyer  to  a  third  party  would  be  no  more 
evidence  of  the  need  for  a  differential  than  a  subsequent  sale  at 
a  higher  price  compared  with  a  former  sales  price  would  show 
a  differential  of  the  second  sale  to  secure  evidence  of  "true 
value." 

If  a  fee  would  actually  sell  for  less  than  a  capitalization  of 
the  rentals  under  a  long  time  lease,  it  would  seem  that  lessors, 
at  least  occasionally,  would  give  the  lessees  a  short  time  option 
to  purchase  the  property  at  such  lesser  value.  In  the  illustration 
heretofore  given  of  property  leasing  for  $6000  per  year  under  a 
well-secured  lease,  if  this  property  in  the  opinion  of  the  lessor 
(being  the  owner)  is  worth  only  $70,000,  a  person  would  think- 
that  in  some  of  these  leases  occasionally  there  would  be  an  op- 
tion for  a  period  of  a  month,  three  months,  six  months  or  a  year 
to  buy  at  $75,000  or  $80,000.  This  would  be  of  distinct  advan- 
tage to  the  lessor  in  that  he  would  get  more  under  the  option 
price  than  the  property  is  worth  in  the  opinion  of  some  real 
estate  experts.  It  would  also  be  of  advantage  to  the  lessee  in 
that  he  could  purchase  the  property,  thereby  cutting  down  his 
own  interest  rate.  The  fact  of  the  matter  is  that  owners  of  prop- 
erty generally  prefer  a  well  secured  99  year  lease  to  a  cash  sale.. 
The  latter  involves  difficulties  of  re-investment,  danger  of  losses, 
burdensome  taxes,  etc. 

It  is,  of  course,  admitted  that  market  conditions  of  money 
may  render  a  first  class  lease  subject  to  discount  or,  on  the  other 
hand,  a  premium.  It  is  also  admitted  that  lessors  require  a 
higher  rate  of  interest  rental  as  to  pro])erty  in  less  favorable  sec- 
tions. 
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P.  W.  Kniskern,  summed  ui^  this  matter  reniarkabh'  well 
before  the  Mortgage  and  Finance  Division  of  the  National  Asso- 
ciation of  Real  Estate  Boards  at  the  Washington  Convention  in 
1924  as  follows: 

"Having  determined  the  net  rental  \  alue  of  income 
tt)  the  owner,  we  next  have  to  determine  the  rate  at 
which  this  annual  profit  should  be  capitalized.  We  be- 
lieve some  very  good  authorities  ha\e  fallen  into  the 
error  that  a  fixed  rate  of  capitalization  on  like  properties 
can  be  used  in  all  communities.  -St^e-pef-trent  is  not  a 
correct  rate  for  capitalizing  income  on  all  properties  in 
alL-eTtt«s~-OF  in  al4  t<nvns.  The  correct  rate  is  that  com- 
mon to  the  locality  in  which  the  property  is  located  and 
is  the  rate  necessary  to  attract  buyers  or  investors  to 
real  estate.  There  will  not  only  be  a  variation  in  cities, 
but  also  a  variation  in  different  classes  of  property  and 
in  some  cases  a  variation  in  the  same  city." 

"Rate  of  capitalization  will  tend  to  be  the  same  on 
properties  of  the  same  class.  But  do  not  be  deceived,  by 
this  fact,  into  believing  that  the  rate  is  controlled  by  the 
class  of  the  property.  Such  is  not  the  case.  The  rate  of 
capitalization  is  a  function  of,  and  is  controlled  by,  the 
characteristics  of  the  income  and  of  the  security." 

"The  determination  of  rate  fundamentally  goes 
back  to  what  is  accepted  as  the  soundest  and  safest  in- 
vestment to  any  one  in  this  country,  the  government  ob- 
ligation. Every  other  type  of  investment  must  pay 
higher  rates  in  proportion  as  it  varies  from  the  govern- 
ment obligation  in  the  term,  security,  certainty  of  inter- 
est payment,  hazard,  worry  and  physical  acti\ity  re- 
quired of  the  investor  in  management  or  attention.  So 
we  find  ascending  rates  of  interest  accepted  as  we  go 
from  government  bonds  to  savings  banks,  to  railroad 
bonds,  preferred  stocks,  common  stocks,  one's  own  busi- 
ness, and  oil  speculations.  The  liquidity,  or  ability  to 
sell  quickly  for  cash,  afifects  this  so  that  listed  securities 
are  apt  to  pay  a  lower  rate  than  unlisted,  other  things 
being  equal,  similarly  those  in  active  demand  as  com- 
pared to  an  inactive  demand." 

The  following  tend  toward  a  low  capitalization  rate: 

Property  in  f;ood  condition. 
Well  built — sio\\'  deterioration. 
Active  location. 
Subject  to  slow  obsolescence. 
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Stable  location. 

Assured  increased  value  in  future. 

Low  reserved  rent  compared  to  present  rental  value. 

Multiple  tenancy. 

Long  leases. 

Strong  well  established  tenants. 

High  class  occupancy. 

Certain  estate  or  interest. 

Rents  well  secured. 

Property  attractive  to  many  buyers. 

Convertibility  and  utilit)'  to  many  classes. 

Suitable  for  necessities. 

The  following  points  tend  toward  an  increased  capitalization 
rate :  '  ,    ^ 

Property  in  run  down  condition. 

Poorly  built — rapid  deterioration. 

Inactive  location. 

Subject  to  rapid  obsolescence. 

Transition  or  speculative  future  uncertain. 

Reserved  rent  equal  or  closely  approaching  rental 
value. 

Single  tenancy  (unless  very  strong  in  a  wellestab- 
lished  line.) 

Short  leases. 

Weak  tenants  or  tenants  just  starting  business. 

Questionable  occupancy. 

Uncertain   estate    (as   one   depending   upon   life   or 
lives). 

Attractive  to  few  buyers. 

Special  purpose  and  non-convertible. 

How  does  one  capitalize  rentals  to  arrive  at  capital  value? 
Until  recently  few  legal  adjudications  were  available  as  to  how 
leaseholds  are  to  be  capitalized  for  the  purpose  of  arriving  at  the 
true  value  of  the  property. 

The  decision  of  Judge  Barnes  in  the  case  of  the  appraisal 
of  property  of  Lassman  in  the  Common  Pleas  Court  of  Cuya- 
hoga County,  Ohio,  is  relied  upon  by  those  seeking  to  dissipate 
the  commonly  accepted  values  as  deducible  from  leases.  Judge 
Barnes,  however,  did  not  set  forth  any  general  way  in  which  to 
capitalize  leases  or  to  arrive  at  the  value  of  propert}^  from  lease- 
hold data.  He  capitalized  the  rentals  covering  the  entire  term 
and  then  allowed  a  diflferential  of  10%  or  15%,  and  used  6%  as 
a  rate  of  capitalization.     The  decision   is  notable,  therefore,  in 
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that  Judge  Barnes  did  use  6%  as  a  capitalization  rate  and  that 
he  did  capitalize  the  entire  term.  See  also  Metrojjoiitan  Build- 
ing Co.  V.  King  Go.,  113  Pac.  114. 

Recently  in  a  case  before  Judge  Wolfe  of  the  Cuyahoga 
County,  Ohio,  Court  of  Common  Pleas,  the  court  was  called 
upon  to  determine  the  market  value  of  certain  lands  on  Ontario 
street  which  were  under  a  99-year  lease.  Judge  W^olfe  capital- 
ized the  rentals  accruing  during  the  entire  term  (instead  of  the 
current  year  merely),  allowed  no  differential  and  used  a  6%  rate 
of  capitalization.  In  the  Probate  Court  the  property  was  ap- 
praised on  a  higher  basis,  the  probate  judge  using  a  five  per  cent 
capitalization  rate,  he  contending  that  the  statute  thus  required. 

While  the  foregoing  cases  indicate  the  method  employed  by 
Cuyahoga  County,  Ohio,  courts  for  arriving  at  the  true  value 
in  one  case  and  at  the  market  value  in  the  other,  section  5330  of 
the  General  Code  of  Ohio  provides  a  specific  method  in  anala- 
gous  cases,  that  is  to  say,  it  provides  for  the  method  of  arriving 
at  the  value  of  lands  subject  to  a  term  of  years  renewable  for- 
ever for  taxation  purposes  as  follows : 

"Whenever  school  and  ministerial  lands  are  held 
under  perpetual  lease,  subject  to  revaluation  the  interest 
of  such  lessees  in  such  lands  shall  be  subject  to  taxa- 
tion. In  determining  the  value  for  purposes  of  taxation 
in  such  leasehold  interest,  the  true  value  of  money  shall 
be  ascertained,  the  annual  rent  reserved  in  the  lease  shall 
be  capitalized  on  a  6%  basis  and  that  sum  deducted  from 
the  true  value  of  the  lands  in  money  ;  the  result  so  ob- 
tained plus  the  value  of  all  the  improvements  upon  such 
land  shall  be  the  apj^raised  taxable  \alue  of  such  lease- 
hold interest.' 

Here  is  statutory  sanction  for  a  6%   rate  of  cai)italization,^ 
regardless  of  the  market  value  of  money.     It  allows  no  differen- 
tial.    Altho  it  refers  particularly  to  school  and  ministerial  lands 
held  under  perpetual  lease  subject  to  revaluation,  no  difference  ^ 
can  be  found  in  the  principle  between  that  class  and  other  mer- 
cantile lands  and  no  reason  can  be  found  for  differentiating  in  v 
the  method  of  capitalizing  the  one  as  compared  with  the  other. 
In  directing  a  use  of  a  common  rate  of  capitalization,  the  statute 
violates  good  sense  and  departs  from  the  market  \alue. 
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Another  indication  of  the  proper  method  of  arriving"  at  the 
capital  value  of  property  as  deduced  from  the  ground  rentals  is 
the  method  employed  by  real  estate  boards  and  realtors  in  gen- 
eral in  arriving;  at  their  commission  charged  in  negotiating  the 
sale  of  such  ground  rents.  The  Cleveland  Real  Estate  Board 
provides :  "On  sales  of  ground  leases  and  improvements,  the 
commission  shall  be  figured :  First,  the  board  rate  upon  the 
value  of  the  land,  as  determined  by  capitalizing  the  average 
ground  rental  for  the  entire  term  of  the  lease,  but  not  to  exceed 
ninety-nine  years  at  6%,  plus  the  board  rate  on  the  consideration 
paid  for  the  lease  and  improvements." 

This  subject  has  received  official  consideration  by  the  Court 
of  Appeals  in  the  State  of  New  York  where  it  was  determined 
that  the  value  of  taxable  rents  reserved  shall  be  estimated  at  a 
principle  sum,  the  interest  of  which  at  the  local  rate  per  annum 
would  produce  a  sum  equal  to  such  annual  rents.  (177  N.  Y.. 
page  23.    68  N.  E.,  page  994.) 

The  main  bone  of  contention,  however,  is,  shall  only  the  first 
five  years'  rent  be  capitalized,  or  shall  a  longer  period  be  con- 
sidered. By  way  of  illustration,  taking  a  land  lease  calling  for 
$4000  per  year  for  five  years,  $6000  per  year  for  five  years.  $8000 
per  year  for  five  years  and  $10,000  per  year  for  the  remainder  of 
the  99-year  lease  term  what  is  the  value  of  the  land?  Shall  the 
first  $4000  be  capitalized  at  6  per  cent,  for  example,  making  a 
value  of  $66,000?  If  the  lease  is  well  secured,  the  investor  would 
be  fortunate  in  being  ofifered  the  fee  subject  to  such  leases  on 
such  a  valuation.  Should  the  average  then  for  the  first  ten  years 
be  taken,  making  a  value  of  $83,3.33  i^  Or  should  an  average  of 
twenty  years  be  taken?  Or  should  the  present  worth  of  the  en- 
tire period  be  taken?  From  an  investment  standpoint,  the  latter 
is  the  only  scientific  manner  to  get  lessor's  present  value  of  his 
future  rentals.  This,  of  course,  includes  the  speculative  as  avoI! 
as  present  value.     But  a  cash  sale  includes  the  same  elements. 

Take  a  concrete  case  and  compare  the  two  methods  of  de 
ducing  capital  value  from  ground  lease  rentals,  first,  by  calculat- 
ing the  present  worth  of  the  entire  term,  and  second,  by  capital- 
izing the  first  ten  years  only. 


RENTALS— EVIDENCE  OF  CAPITAL  VALUE      171 

LEASEHOLD  VALUATION— M  ETIIODS  COMPARED 

Example :  Assume  a  well  secured  99-year  lease  with  graded 
rentals,  $5000  per  year  for  the  first  three  years,  $7500  per  year 
the  next  three  years,  $10,000  per  year  the  next  three  years  and 
$12,000  per  year  thereafter.  Then  arrive  at  the  value  under  the 
two  methods  as  follows: 

Present 


1st  year 
2nd  year 
3rd  year 
4th  year 
5th  year 
6th  year 
7th  year 
8th  year 
9th  year 
10th  vear 


10  years 
89  years 


Rentals 

Worth 

Present 

Factor 

Worth 

$  5,000 

.943396 

$  4.716 

5,000 

.889996 

4.449 

5,000 

.839619 

4.198 

7,500 

.792094 

5.940 

7.500 

.747258 

5,347 

7,500 

.704961 

5.287 

10,000 

.665057 

6,650 

10.000 

.627412 

6,274 

10.000 

.591898 

5,918 

12.000 

.558395 

6,700 

78.000 

55,479 

12.000  Annua 

1  9.307 

111.684 

99  years  Present  Worth  \'alue  $167,163 

In  the  above  calculation  $16,667  is  taken  as  the  permanent 
annuity  factor,  that  is.  the  present  worth  of  a  permanent  an- 
nuity of  $1.00  is  found  by  calculation  to  be  $16,667.  See  addenda. 
The  annuity  factor  for  10  years  is  $7,360.  leaving-  therefore  an 
annuity  factor  of  $9,307  as  representing  the  present  worth  of  a 
permanent  annuity  of  $1.00  annually  after  10  years  which  mul- 
tiplied by  $12,000  rental  for  the  first  ten  years  makes  $111,684. 
This  amount  added  to  the  aforesaid  $55,479  makes  the  present 
worth  value — $167,163. 

CAPITALIZATION  iMI-.'IIIOD 

An  average  of  the  first  ten  years  rental  is  $7,950.  This 
amount  capitalized  at  the  j^ermanent  annuity  factor  of  $16,667 
amounts  to  $132,500.     In  other  words,  the  capitalization  method 
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in  round  numbers  under-values  the  property  approximately  $35,- 
000,  which  represents  an  under-valuation  of  almost  33  1/3  per 
cent.  Capitalizing  the  average  rentals  for  the  first  twenty  years 
instead  of  the  first  ten  years,  it  results  in  an  under-capitalization 
of  but  1  per  cent.  This  is  because  there  is  an  increase  of  rental 
after  nine  years,  which  substantially  increases  the  average  cap- 
ital to  be  capitalized. 

In  advising  the  more  accurate  method  of  calculating  the 
present  worth  of  each  prospective  payment,  one  has  in  mind  that 
some  leases  have  a  heavy  initial  period,  such  as  $6000  per  year 
for  5  years  and  $5000  per  year  for  the  remainder  of  the  term 
Some  leases  rise  very  rapidly  within  a  short  period  of  five  or  ten 
years  and  then  stop.  Others  are  fixed  definitely  for  99  years. 
Others  step  up  for  30  or  40  years.  Under  all  these  circumstances, 
no  method  will  do  justice  to  all  these  cases  except  accurate  cal- 
culation. Indeed,  discriminations  and  inequalities  would  neces- 
sarily result.  Present  worth  tables  of  annuities  are  shown  in  the 
addenda,  with  explanations. 

In  analyzing  a  lease  to  discover  the  real  value  of  the  prop- 
erty, is  allowance  to  be  made  because  the  transfer  is  by  way  of 
leasehold  and  not  by  fee?  For  example,  if  a  long  lease  is  effected 
on  a  basis  of  $6000  per  annum  for  99  years,  may  it  be  assumed 
that  the  property  is  worth  $100,000  because  the  owner  is  to  get 
6  per  cent  (the  assumed  market  rate  for  securities  of  that  kind) 
for  99  or  more  years?  Or  shall  one  say  that  had  the  owner  sold 
his  property  and  not  leased  it,  he  would  have  received  $80,000? 
In  the  opinion  of  some  experts,  no  differentiation  is  permissible. 
If  a  20  per  cent  differentiation  is  to  be  recognized,  it  must  be 
either  because  the  terms  are  burdensome,  or  the  rentals  are  not 
well  secured,  or  because  the  lease  is  effected  on  a  6  per  cent  basis, 
while  the  market  rate  of  money  for  such  investments  may  be  20 
per  cent  greater,  or  7.2  per  cent.  It  is  even  known  that  properties 
leased  on  a  6  per  cent  basis  have  sold,  after  the  execution  of  the 
lease  and  in  times  when  funds  were  more  plentiful  on  a  5  per 
cent  basis.  This  certainly  shows  that  if  a  lease  is  executed  at 
the  market  rate  of  money  for  similar  securities,  the  cash  value 
and  the  capitalized  lease  value  should  be  identical. 

From  the  standpoint  of  the  buyer,  deferred  payment  by  way 
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of  lease  and  option  is  much  preferable  to  a  cash  sale.  Undoubt- 
edly he  would  be  willing  to  lease  on  a  higher  capital  land  value. 
But  we  have  a  counter  influence  in  the  case  of  the  landlord.  Due 
to  the  national  income  tax  on  any  increment  made,  many  owners 
prefer  a  lease  to  a  cash  sale,  especially  when  they  have  in  mind 
that  such  rentals  are  usually  exempt  from  state  taxation  and 
when  the  rental  is  on  a  6  per  cent  basis  where  other  investments 
of  like  yield  are  far  more  hazardous  from  the  point  of  manage- 
ment and  security. 

That  the  lease  tenure  opens  up  a  field  of  new  buyers,  requir- 
ing less  funds  is  true.  That  this  tends  to  increase  lease  values 
is  also  true.  But  the  quantity  of  money,  the  ease  of  credit  gen- 
erally, the  availability  of  large  funds  on  mortgage — all  these 
render  all  lands  more  valuable.  They  affect  all  land  equally. 
Even  then,  it  should  be  remembered  that  buying  land  at  $100,000, 
securing  a  $75,000  loan  on  mortgage  from  a  bank  and  putting  up 
$25,000  is  little  dift"erent,  in  point  of  financing,  from  leasing  the 
property  at  6  per  cent  on  $100,000  and  putting  up  $25,000  se- 
curities. If  the  lease  is  well  secured  in  a  good  location,  there  is 
not  much  room  for  dift"erentiation.  If  the  lease  is  not  well  se- 
cured or  is  in  a  relatively  poor  location  or  of  uncertain  perform- 
ance a  new  factor  involving  the  appraiser's  judgment  arises.  If 
the  security  is  not  easily  available,  or  requires  a  law  suit  to  se- 
cure, the  assumption  of  "well  secured"  is  not  applicable  and  the 
appraiser  must  allow  for  the  variation  from  an  ideal  case. 

Extreme  caution  must  be  exercised  in  capitalizing  ground 
rentals  that  the  lease  represents  a  bona  fide  transaction  un- 
corrupted  by  extraneous  influences.  Occasionally  a  sale  and 
lease  will  be  effected  which  will  resemble  the  wash  sale  in  direct 
sales.  A  will  own  a  poorly  improved  parcel  of  land.  B  will 
buy  it,  say  for  $75,000.  He  will  trustee  it  to  C  who  will  sell  it 
to  D  for  $100,000,  B  agreeing  to  take  a  lease  from  D  for  99  years 
at  $6000  per  annum.  B  will  lease  $25,000  in  the  hands  of  C  (the 
profit  made)  to  be  used  towards  the  erection  of  a  building.  D 
feels  secure  in  that  he  has  the  original  land  worth  $75,000,  plus 
$25,000  cash,  or  eventually,  a  building  in  lieu  thereof.  In  eft"ect 
B  bought  the  land  for  $75,000  and  mortgaged  it  plus  a  building  to 
be  erected  to  D  for  $100,000  at  6  per  cent.  But  the  real  sale  was 
at  $75,000  and  the  $6000  rental  capitalized  at  6  per  cent  would 
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evidence  a  greater  value  than  it  would  have  sold  for  without  the 
lease  and  security  inducement. 

If  a  differentiation  were  allowed,  very  incongruous  condi- 
tions might  arise.  For  example,  a  parcel  is  sold  for  $100,000  and 
leased  a  few  months  afterwards  at  $6000  or  $7000  for  99  years. 
If  a  differentiation  of  25  per  cent  should  be  allowed  in  appraising 
such  property  on  leasehold  evidence  of  value,  we  would  get  a 
lower  value  as  the  "true  value"  than  the  cash  sales  value. 

Aside  from  the  controversy  whether  rentals  under  leases 
should  be  given  less  weight  as  evidence  of  value  than  a  sale,  it 
must  be  obvious  that  the  terms  of  the  lease,  its  security,  general 
desirability  as  well  as  its  burdens,  the  market  rate  of  money, 
amount  of  taxes,  etc.,  fix  the  value  of  the  property.  The  impor- 
tant question  is  what  will  such  a  fee  sell  for  with  such  a  lease 
on  it. 

Even  a  sale  may  be  padded.  It  may  be  based  on  a  small  down 
payment — a  smaller  payment  in  fact  than  may  be  made  under 
the  lease.  All  sales  are  not  for  all  cash.  A  transaction  may,  there- 
fore, be  a  sale  but  in  fact  involve  less  cash,  perhaps  less  security, 
to  the  owner  than  a  lease  with  security  for  an  added  structure. 


CHAPTER  15 
APPRAISAL  OF  LEASEHOLD  ESTATES 

Puzzling  prol)lcins  in  appraising  long  term  leaseholds — 
Such  method  of  tenure  becoming  common — The  capital- 
ization rate,  and  the  theory  controlling  it — Twelve  typical 
appraisal  problems  of  lessee,  lessor,  sub-lessee,  sub-lessor 
and  fee  estates  subject  thereto  and  their  answers — Use 
of  present  worth  of  money  tables. 

Appraising  long-term  leaseholds  is,  perhaps,  one  of  the  most 
complicated  and  puzzling  problems  encountered  in  real  estate 
calculations.  Frequently  it  is  found  that  a  freehold  estate  has 
been  encumbered  with  a  ninety-nine  year  lease,  with,  possibly, 
the  right  of  reversion  to  the  owner.  It  then  becomes  necssary, 
especially  under  inheritance  tax  laws  and  also  for  the  purposes 
of  securing  credit  or  issuance  of  bonds,  or  for  the  purpose  of 
calculating  national  inheritance  and  income  taxes  to  appraise 
the  fee  subject  to  the  lease  or  the  lease  subject  to  the  reversion. 
The  capital  of  corporations  frequently  represents  little  more  than 
a  lessee's  interest  in  such  estate. 

Leasehold  estates  are  becoming  more  and  more  in  vogue  in 
the  large  cities  of  the  United  States,  following  the  very  common 
tenure  in  Great  Britain,  Australia,  New  Zealand  and  other  coun- 
tries. While  this  tenure  system  as  now  practiced,  started  in  the 
United  States  within  comparatively  recent  years,  it  has  been  de- 
veloping with  an  accelerating  pace  since  the  adoption  of  the  fed- 
eral income  tax  law  which  involves  a  tax  on  increments  and  on 
sales  of  capital  assets.  With  land  values  steadily  rising  in  grow- 
ing cities,  with  income  tax  rates  running  as  high  as  70  per  cent 
on  the  increment  in  case  of  sale,  it  was  perfectly  natural  to  ex- 
pect that  fee-owners  would  rather  lease  than  sell  their  property. 

While  the  popularity  of  this  leasehold  tenure  is  thus  attrib- 
utable in  part  to  the  present  form  of  the  income  tax  laws,  many 
owners,  operators,  merchants  and  manufacturers,  not  having  suf- 
ficient capital  both  to  purchase  the  land  and  to  develop  it,  have 
found  it  of  great  commercial  advantage  and  assistance  in  the 
development  of  their  business  to  secure  the  use,  by  means  of 
long-term  lease,  of  a  valuable  parcel  of  land  without  any  invest- 


176    PRINCIPLES  OF  REAL  ESTATE  APPRAISING 

ment  in  the  land,  thus  allowing  the  employment  of  their  avail- 
able capital  for  improvements  only.  In  point  of  fact,  the  ar- 
rangement is  tantamount  to  a  partnership  between  the  land 
owner  and  the  lessee. 

In  a  number  of  cities,  as  in  Cleveland,  on  the  main  thorough- 
fares, few  outright  sales  have  taken  place  during  the  last  ten 
years.  An  assessor  determining  the  general  property  tax,  as 
well  as  the  appraiser  for  investment  purposes,  is  compelled  to 
obtain  his  evidence  of  capital  value  through  a  capitalization  of 
land  rentals  under  long  time  leases.  More  and  more  the  inherit- 
ance tax  appraiser  is  called  upon  to  appraise  the  interest  of 
lessor,  lessee,  sub-lessee,  fees  subject  to  leases,  and  the  like. 

In  the  appraisal  of  such  estates,  there  is  unfortunately  little 
uniformity  of  practice.  In  the  hope  of  securing  the  very  best 
thought  on  this  subject  and  dispelling  confusion,  a  question- 
naire was  sent  to  the  state  tax  commissions  of  industrial  states, 
as  well  as  to  a  number  of  foreign  expert  authorities  versed  in 
appraisals  of  this  kind.  Few  helpful  and  comprehensive  answers 
were  received  from  state  tax  commissions.  A  number  of 
excellent  answers  were  received  from  England,  New  Zealand  and 
Australia,  where  long  term  leaseholds  estates  have  for  years 
constituted  the  usual  form  of  land  tenure.  Some  of  these  author- 
ities are  herein  quoted  or  referred  to.  Perhaps  the  most  analyti- 
cal, logical  and  most  illuminating  answer  received  from  an 
American  authority  is  that  of  Judge  L.  L.  Hamby,  former  chair- 
man of  the  review  committee  of  the  estates  tax  division.  Inter- 
nal Revenue  Bureau  of  the  United  States. 

The  main  factor  in  fixing  a  capital  value  from  given  rentals 
is  the  determination  of  a  capitalization  rate.  The  capitalization 
rate  must  always  depend  upon  the  rate  at  which  the  given  kind 
and  character  of  securities  will  sell  for  in  the  market  at  the  time 
in  question.  (3ne  year  a  5  per  cent  rate  is  eagerly  sought,  while 
the  next  year  6  per  cent  investments  may  go  begging.  This,  of 
course,  will  vary  according  to  city  and  time  to  the  degree  in 
which  such  securities  are  marketable.  On  the  question  of  rate, 
solely,  the  following  table  of  yield  of  given  bonds  both  in  1911 
and  1924  appears  in  Volume  XLI  of  Political  Science  Monthly, 
Page  273. 
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YIELD  TO  MATl'RITV  OF  16  RAILROAD  P.OXDS 

Railroad                                    Issues                            1911  1924 

Buffalo.  Rochester  &  Pittsl)urgli 1st   Gen.  5.   1937 3.89  4.79 

Carolina,  Clinchfield  &  Ohio 1st   5,    1938 5.16  5.04 

Central   Railroad   of   N.  J Gen.  5.  1987 3.89  4.57 

Chesapeake    &    Ohio Gen.  Mfg.  4J^.   1992.... 4. 44  5.25 

Group  1    4.35  4.91 

Hocking   Valley    1st    Con.   4'/,..    1999 4..?6  5.23 

Lehigh    Valley    Gen.  con.  4.  2003 4.14  5.19 

Michigan  Central   1st  3^.    1952 4.32  4.97 

Pennsylvania    Con.  4,  1943 i .11  4.67 

Group    2    4.15  5.01 

Atchison,  Topeka  &  Santa   Fe Gen.   Mtg.  4.    1995 4.06  4.59 

Atlantic    Coast   Line 1st  Con.  4.   1952 4.33  4.74 

Baltimore  &  Ohio 1st  Mtg.  4.  1948 4.10  5.13 

Delaware  &  Hudson 1st  Ref.  4.  1943 4.09  5.04 

Group  3   4.15  4.88 

Illinois    Central     1st   Gen.   4,   1951 3.98  4.70 

New   York   Central 3K',  1997    4.10  4.80 

Norfolk  &  Western 1st  Con.  4,   1996 4.09  4.59 

Union    Pacific    1st  &  Ref.  4,  2008 4.16  4.82 

Group  4   4.08  4.73 

Average  Yield  of  16  Railroad   Bonds 4.18  4.88 

YIELD  OF  16  MLNICIPAL  BONDS— 1911  AND  1924 

City                               Issue  1911                 Issue  1924           1911  1924 

Augusta,    Ga 4,1934   Flood  4f-^.,  1942.  .4.31  4.30 

Baltimore,  Md Park  4,    1955 do              ..3.94  4.19 

Buffalo,   N.  Y 4.   I960   \\A,   1944   4.02  3.95 

Camden,  N.  J Dock  3>{',  1930 School  4J.^.  1943.4.11  4.16 

Group   1    4.09  4.15 

Cleveland.    O Park  4,   1929 Water  5,  1936-08.3.93  4.32 

Danbury,   Conn 3j^,  1941    Water  4.  1946... 4. 22  4.21 

Des  Moines,  la City  Hall  4,   1914-26.  .Water  4K', 

1932-42     4.09  4.18 
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Detroit,    Mich Park  314.   1930 Pub.  Lib.  4^, 

1948    3.78        4.28 

Group  2   4.00        4.25 


Kansas  City.  Kan.... Water  4i^.  1939 Water  4^,  1944.4.25  4.35 

Louisville.   Ky Sewer  4,   1947 do                .3.98  4.09 

Lynn.    Mass 3^,    1932    do                .4.28  4.28 

Minneapolis.    Minn ..  .School  4,  1935 School  4 J4.  1941.4.06  4,17 

Groups   4.14  4.22 

Newark,  N.  J Ref.  4,  1923 4i^,  1944   3.95  4.13 

Philadelphia,   Pa 3i^,  1934   3i^,  1934   3.88  4.13 

Rochester,  N.  Y 4,   1922-27   Mun.  4>4,  1945.. 4. 03  3.95 

St.  Louis.  Mo Pub.  Imp.  4,   1928. . .  .Bklg.  4^,  1935..  3. 92  4.16 

Group  4   3.94  4.09 


Average  Yield  of  16  Municipal  Bonds 4.04         4.18 

It  appears  that  the  average  yield  in  1911  of  all  railroad  bonds 
.shown  was  4.18  per  cent,  while  in  1924  it  was  4.88  per  cent.  For 
municipal  bonds  it  was  4.04  per  cent  in  1911  and  4.18  per  cent 
for  1924.  This  variation  of  railroad  and  municipal  bond  yield 
is  undoubtedly  partly  due  to  the  exemption  of  municipals  from 
income  tax.  The  4.18  per  cent  figure  shown  in  1924  should 
therefore  not  be  used,  inasmuch  as  incomes  from  leaseholds  is 
taxable  under  the  federal  law. 

Another  bit  of  evidence  of  the  valwe  of  money  is  the  average 
interest  rate  on  time  loans  in  the  city  of  New  York  as  follows : 

INTEREST  RATES 

Year         %  Year         %  Year  % 

1925 3.93  1918 5.87  1911 3.11 

1924 3.58  1917 4.52  1910 3.95 

1923 5.09  1916 3.15  1909 3.17 

1922 4.55  1915 2.71  1908 3.11 

1921 6.14  1914 4.17  1907 6.37 

1920 8.04  1913 4.50  1906 5.72 

1919 5.85  1912 4.07 
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The  New  South  Wales  Valuation  Act  as  enacted  by  the 
New  South  Wales  legislation  definitely  fixes  the  method  to  be 
employed  in  that  locality  for  the  appraisal  of  improved  and  \\n- 
improved  properties  which  is  of  considerable  interest  in  stand- 
ardizing appraisals  in  this  country.    Tiie  act  provides  as  follows: 

"Where  there  are  more  owners  than  one  of  any  land,  the 
sum  of  the  improved  values,  unimproved  values,  and  assessed 
annual  values  respectively  of  the  estates  and  interests  of  all  the 
owners  shall  be  not  less  than  the  amounts  at  which  the  improved 
value,  unimproved  value  and  assessed  annual  value  res])ectively 
of  such  land  would  be  estimated  if  held  by  one  owner  in  fee- 
simple." 

"The  value  of  the  interest  of  a  lessor,  who  is  not  also  a 
lessee,  in  the  improved  value  of  land  is  that  value  less  the  inter- 
est of  his  lessee,  and  of  any  sub-lessee." 

"The  value  of  the  interest  of  a  lessee  in  the  improved  value 
of  land  is  the  present  value  of  the  excess,  if  any,  of  five  per  cent 
per  annum  upon  such  improved  value  over  the  rent,  rates  and 
taxes  payable  by  the  tenant  under  his  lease  for  the  unexpired 
term,  plus  the  present  value  of  any  right  to  compensation  or  of 
purchase  or  other  valuable  consideration  to  w'hich  he  is  entitled 
under  the  lease,  and  minus  the  detrimental  value  of  any  restric- 
tions as  to  the  use  to  which  the  leased  land  may  be  put,  and 
minus  the  value  of  any  unfulfilled  onerous  conditions  to  which 
the  lessee  is  liable  under  the  lease,  and  minus  the  value  of  the 
interest  (if  any)  of  a  sub-lessee  holding  under  or  through  him." 

"All  computations  of  present  values  of  the  interests  of 
lessors  and  lessees  shall  be  made  on  a  five  per  centum  per  annum 
compound  interest  basis  with  annual  rents." 

"Where  any  lease  contains  a  provision  for  re-appraisement 
of  the  rent  at  the  expiration  of  a  certain  period,  the  value  of  the 
interests  of  the  lessors  and  lessees  shall  be  calculated  as  if  the 
lease  terminated  at  the  expiration  of  the  said  period ;  on  any 
such  re-appraisement  being  made,  the  value  of  the  said  interests 
shall  be  calculated  as  in  the  case  of  a  new  lease  commencing  at 
the  date  of  re-appraisement  and  at  the  rent  as  so  re-appraised." 

The  theory  and  method  of  capitalization  and  its  effect  is 
more  fully  discussed  elsewhere.  Suffice  it  to  say  that  for  the 
purposes  of  the  discussion  of  this  branch  of  real  estate  apprais- 
als. 6  per  cent  will  be  used  in  e\ani])k's. 

Many  general  assumptions  have  been  made,  such  as  "assum- 
ing the  lease  is  well  secured"  or  "assuming  that  no  question  of 
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adequacy  or  inadequacy  of  the  improvements  or  unsuitableness 
thereof  to  the  location,"  etc.  A  consideration  of  the  many  cases 
where  the  general  assumptions  would  not  apply  would  extend 
the  limits  of  this  inquiry  unduly.  Where  the  assumptions  are 
not  of  strict  applicability,  the  assistance  of  a  realtor  or  the  local 
real  estate  board's  appraisal   committee   should   be  sought. 

No  lease  is  susceptible  of  appraisal  unless  it  contains  the 
usual  safeguards  of  the  interest  of  both  lessor  and  of  lessee.  If, 
for  example,  the  lease  contains  an  option  to  buy,  such  a  set 
figure  will,  of  course,  limit  its  value  to  the  lessor.  If  a  building 
is  to  be  erected  of  unusual  size  and  within  a  short  period,  this 
may  very  seriously  aflfect  the  lessee's  interest,  so  much  indeed 
as  to  wipe  out  what  otherwise  might  be  regarded  as  a  valuable 
asset. 

In  all  the  cases  herein  set  forth,  for  instance,  it  will  be 
assumed  that  the  lessee's  obligation  is  well  secured,  that  no 
favorable  or  unfavorable  option  exists,  that  no  unusual  burdens 
to  either  party  are  involved;  that  the  lessee  is  to  pay  all  taxes 
and  assessments,  that  the  usual  insurance  safeguards  to  each  of 
the  parties  are  provided,  that  no  questions  of  inadequacy  of 
improvements  or  unsuitableness  thereof  to  location  are  involved. 
It  will  also  be  assumed  that  the  property  is  in  the  best  location, 
apparently  growing  in  value  in  a  city  increasing  in  population. 
It  will  generally  be  assumed  that  the  land  was  unimproved  or 
of  little  commercial  value  at  the  time  of  the  execution  of  the 
lease.  It  will  be  assumed  that  the  lease  contains  a  provision 
whereby  the  improvement  will  be  appraised  at  the  end  of  the 
term  and  that  lessor  will  have  the  option  of  buying  the  improve- 
ment or  in  lieu  thereof  will  give  the  lessee  a  lease  on  identical 
terms  or  at  a  rental  then  to  be  arbitrated. 

With  these  general  and  definite  assumptions  annual  future 
rentals  will  be  figured  as  6  per  cent  annuities.  In  other  words, 
the  present  worth  at  6  per  cent  of  an  accumulating  dollar  for  a 
given  number  of  years  multiplied  by  the  annual  rental  gives  the 
full  present  worth  value  of  the  usual  lease  for  a  short  and 
definite  time.  To  this  must  be  added  the  value  of  the  reversion 
to  arrive  at  the  lessor's  estate. 
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The  value  of  the  reversion  is  likewise  figured.  It  is  the 
difference  between  a  full  capitalization  at  6  per  cent  of  the 
probable  annual  rental  and  the  value  of  the  particular  estate  as 
above  figured.  In  arriving  at  these  figures,  the  following  well- 
known  statistical  works  will  be  of  great  assistance :  Robinsonian 
Building-Loan  Interest  Tables,  published  by  E.  K.  Burden,  suc- 
cessor to  J.  Watts  Robinson  of  Brookline,  Mass.,  and  Wolfe's 
Inheritance  Tax  Calculations,  published  by  Baker,  Voorhis  & 
Co.,  New  York.  Present  worth  tables,  both  of  the  cumulative 
annual  annuity  and  also  of  a  definite  and  fixed  payment  in  the 
future,  sufficient  for  the  purposes  herein  are  added  in  the 
appendix. 

NINETY-NINE    YEAR    RENEWABLE,    FLAT    RENTAL 

Valuation  of  Lessor's  Estate 

Hypothesis  1  (a).  Assuming  that  the  lease  is  for 
a  period  of  99  years,  commencing-  today,  with  an  option 
for  99  years  under  the  same  conditions ;  assuming  the 
lessee  has  improved  the  premises  by  the  erection  of  a 
$200,000  building;  assuming  that  the  lessee's  net  profits, 
after  making  all  due  allowances  for  rent,  depreciation, 
maintenance,  repairs,  interest  on  investment,  etc.,  seem 
to  amount  to  $2000  per  annum ;  assuming  thai  the 
lease  calls  for  an  annual  rental  of  $6000. 

QUESTION: 

"What  is  the  lessor's  estate  worth  today?" 

ANSWER: 

$6000  capitalized  at  6  per  cent  equals  $100,000— \'a1ue  of 
lessor's  interest. 

The  author  has  uniformly  employed  a  6  per  cent  capitaliza- 
tion rate  in  appraising  the  value  of  the  lessor's  interest  in  the 
premises,  the  market  value  of  money  for  investments  in  real 
estate  having  been  for  a  number  of  years  approximately  6  per 
cent  in  the  United  States. 

Judge  L.  L.  Hamby,  formerly  chairman  of  the  review  com- 
mittee of  the  estates  tax  division,  Internal  Re\'enue  Bureau  of 
the  United  States,  also  employs  a  6  per  cent  rate  and  values  this 
interest  at  $100,000. 
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Harry  E.  Gilbert,  special  assessor  of  the  appeal  tax  court 
of  the  city  of  Baltimore,  Maryland,  municipal  department,  and 
Zanas  W.  Bliss,  chairman  of  the  board  of  tax  commissioners  of 
the  State  of  Rhode  Island  and  Providence  Plantations,  believe 
6  per  cent  to  be  a  proper  rate. 

However,  a  leading^  London,  England,  authority  uses  a  flat 
5  per  cent  rate  if  the  land  is  vacant,  thereby  placing  a  value  of 
$120,000  on  this  interest.  If  it  be  improved  land  such  as  this 
question  indicates,  he  advises  a  4  per  cent  rate  or  a  value  of 
$150,000. 

The  lower  rate  of  5  per  cent  advised  by  the  London  author- 
ity is  probably  due  to  the  fact  that  the  rate  of  interest  in  the 
hitherto  money  center  of  the  world  has  for  so  many  years  been 
lower  than  in  the  United  States,  just  as  the  rate  of  money  is 
lower  in  New  York  and  Chicago  than  in  smaller  cities.  It  is 
incomprehensible,  however,  why  an  "improved"  property  should 
be  capitalized  at  4  per  cent,  a  lower  rate  than  he  suggests  for 
capitalizingf  vacant  land  values.  It  is  quite  common  for  building- 
operators  to  insist  on  a  higher  return  on  buildings  than  is 
demanded  by  land  owners  for  very  many  practical  business 
reasons. 

F.  W.  Flanagan,  valuer-general  of  the  Dominion  of  New 
Zealand,  believes  a  flat  rate  of  5  per  cent  should  be  used,  making 
this  interest  worth  $120,000.  His  use  of  a  5  per  cent  capitaliza- 
tion rate  may  be  due  to  the  fact  that  the  land  valuation  act  of 
New  Zealand  assumes  the  fair  annual  rental  of  any  property  for 
the  purpose  of  computing  interest  in  leased  land  to  be  5  per  cent 
of  the  value  of  the  fee  simple. 

Hon.  A.  F.  Smith,  federal  commissioner  of  taxation  of  the 
Commonwealth  of  Australia,  takes  the  present  value  of  the 
rentals  for  99  years,  ascertained  on  a  4yi  per  cent  interest  table, 
and  adds  thereto  the  reversionary  value  at  expiration  of  term. 
Assuming  the  rate  to  be  6  per  cent,  he  would  arri\e  at  the  value 
of  the  lessor's  estate  thus:  The  present  value  of  $1.00  accumu- 
lating for  99  years  compounded  at  6  ])er  cent  (instead  of  4'S 
per  cent)  is  today  worth  $16,614^^94.  Therefore  an  income  ui 
$6000  per  annum  for  ')0  years  is  worth  tudav  6000  X  16.614o«^M 
equals  $9<),688.164. 
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The  value  of  the  reversionary  interest  may  be  arrived  at 
liy  (lp(hicting-  the  aforesaid  present  value  of  the  99-year  rentals, 
namely,  $99,688,164  from  a  capitalization  of  a  permanent  annuity 
or  rental  of  $6000  at  6  per  cent,  namely,  $100,000,  equals  $312.83. 
It  will  be  noted  that  the  value  of  the  lessor's  estate  by  this 
process  produces  the  same  amount  as  a  simple  capitalization  of 
an  annual  income  of  $6000  in  perpetuity.  This  is  because  the 
lease  is  for  99  years,  renewable  for  99  years,  making  it  practically 
of  the  same  value  as  a  fee.  The  importance  of  the  reversionary 
method  becomes  more  apparent  when  the  lease  has  but  a  short 
time  to  run  or  when  a  short  lease  is  to  be  calculated.  In  such 
cases  the  value  of  the  fee  subject  to  the  leasehold  becomes 
increasingly  the  reversionary  estate  value,  although  the  gross 
value  remains  the  same.  As  before  stated,  the  4y^  per  cent  rate 
is  a  question  of  market  rate  of  money. 

NINETY-NINE    YEAR    RENEWABLE,    FLAT    RENTAL 

Value  of  Lessee's  Estate 

Hypothesis  1  (b).  Assuming  the  conditions  in 
Question  1  (a)  to  be  the  same  here,  namely,  assuming 
that  the  lease  is  for  a  period  of  99  years,  commencing 
today  with  an  option  for  99  years  under  the  same  con- 
ditions ;  assuming  the  lessee  has  improved  the  premises 
by  the  erection  of  a  $200,000  building;  assuming  that 
the  lessee's  net  profits,  after  making  all  due  allowances 
for  rent,  depreciation,  maintenance,  repairs,  interest  on 
investment,  etc.,  seem  to  amount  to  $2000  per  annum  ; 
and  assuming  that  the  lease  calls  for  an  annual  rental 
of  $6000. 

QUESTION: 

"What  is  tlu"  lessee's  estate  worth?" 

ANSWER: 

For  a  number  of  years,  the  author  has  licen  arriving  at  the 
lessee's,  interest  under  99-year  leases  by  capitalizing  the  net 
profits,  namely,  $2000  at  a  6  per  cent  rate,  giving  a  value  of 
$33,333.  This  sum  added  to  his  imcstment  of  $200,000  for  the 
building  would  give  him  an  estate  worth  $233,333. 
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In  New  Zealand,  the  lessee's  interest  would  be  computed 
by  taking-  the  value  of  an  annuity  of  $2000  per  annum  for  99 
years  and  adding  thereto  the  value  of  the  building.  The  value 
of  $2000  annuity  (at  6  per  cent)  is  $1.00  X  16.614694  by  $2000 
equals  $33,229,  the  value  of  the  leasehold.  To  this  should  be 
added  the  lessee's  building  investment,  $200,000,  making  a  total 
value  of  $233,229.  The  value  of  a  period  after  99  years  is  dis- 
regarded because  of  its  remoteness. 

Judge  Hamby,  as  well  as  other  United  States  authorities 
consulted,  have  employed  the  former  method. 

It  will  be  noted  that  a  capitalization  of  land  value  at  6  per 
cent  equals  $33,333,  while  an  annuity  at  6  per  cent  for  99  years 
amounts  to  $33,229.  The  difference,  namely,  $104,  is  the  value 
between  a  lease  for  99  years  only  and  a  99-year  lease  with  an 
option  for  a  further  99  years.  The  value  of  the  longer  lease,  as 
related  to  the  value  of  the  building,  is  not  herein  considered,  as 
it  is  assumed  that  the  lessee  has  agreed  to  pay  the  then  value 
of  the  building.  It  is  also  believed  that  the  assumption  in  the 
hypothesis  that  proper  depreciation  if  annually  provided  for  will 
take  care  of  his  building  investment. 

NINETY-NINE  YEARS  ONLY,  FLAT  RENTAL 

Valuation  of  Lessor's  Estate 

Hypothesis  2  (a).  Assuming  that  the  lease  is  for 
99  years  only,  that  it  calls  for  a  rental  of  $6000,  that  it 
was  executed  Jan.  1,  1910,  that  the  improvements  upon 
said  premises  when  the  lease  was  executed  were  and 
still  are  of  little  value;  assuming  that  the  land  value  as 
shown  by  neighboring  sales  is  $1.^0,000. 

QUESTION: 

"What  is  the  lessor's  estate  worth?" 

ANSWER: 

Here  the  only  possil)le  profit  to  the  lessor  for  a  period  of 
<S6  years  will  be  $6000  per  annum.  While  the  long  leasehold 
tenure  system  is  of  comparatively  recent  growth,  it  has  been  the 
practice  in  Cleveland  to  capitalize  the  rental,  that  is,  $6000  at 
6  i^er  cent,  which  ecjuals  $100,000. 
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Judge  Hamby,  and  Mr.  Gilbert  of  Maryland,  agree  that  the 
lessor's  interest  should  be  computetl  at  a  capitalized  6  per  cent 
rate.  $6000  @  6  per  cent  equals  $100,000,  the  value  of  lessor's 
interest.  ' 

Mr.  Flanagan  of  New  Zealand,  using  a  5  per  cent  interest 
table,  and  Mr.  A.  F.  Smith  of  Australia,  using  a  4>4  per  cent 
interest  table,  compute  this  interest  by  finding*  the  value  of  an 
annuity  for  86  }ears  and  adding  thereto  the  reversionary  value 
of  the  land. 

This  latter  method  is  to  be  preferred.  The  method  of  com- 
puting the  value  on  an  annuity  basis  is  more  exact.  It,  together 
with  a  calculation  of  the  reversionary  interest,  is  a  formula  which 
can  be  used  at  any  time  during  the  life  of  the  lease,  that  is,  the 
first  ten  years  or  the  last  ten  years,  without  doing  any  injustice. 
As  the  leasehold  term  is  shortened  year  b}-  year  the  capitaliza- 
tion method  becomes  less  and  less  justihed  since  it  becomes 
more  and  more  inaccurate.  Capitalization  may  be  employed 
only  where  the  profit  may  be  regarded  as  permanent.  The 
annuity  of  $6000  for  86  years  is  worth  $1.00  X  16.555328  X  6000 
equals  $99,331  and  the  reversionary  estate  $669;  total  $100,000, 
thus  indicating  a  difiference  of  but  $669  under  this  method  as 
compared  with  a  simple  capitalization  of  the  future  rentals.  In 
view  of  the  fact  that  the  present  land  value  is  $150,000  or  $50,000 
greater  than  originally,  we  must  add  the  value  of  $50,000  which 
at  .006663,  the  single  payment  present  worth  factor,  makes 
$333.15. 

NINETY-NINE   YEARS   ONLY,    FLAT   RENTAL 

Valuation  of  Lessee's  Estate 

Hypothesis  2  (b).  Assuming  the  conditions  in 
Question  2  (a)  to  be  the  same  here,  namely,  assuming 
that  the  lease  is  for  99  years  only,  that  it  calls  for  a 
rental  of  $6000,  that  it  was  executed  Jan.  1,  1910,  that 
the  improvements  upon  said  premises  when  the  lease 
was  executed  were  and  still  are  of  little  value;  assuming- 
that  the  land  value  today  as  shown  by  neighboring 
sales  is  $150,000. 
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QUESTION: 

"What  is  the  lessee's  estate  worth?" 

ANSWER: 

The  lessee  in  this  case  has  the  use  of  property  worth 
$150,000  for  86  years.  It  is  probable,  therefore,  that  the  net 
land  rentals  on  a  6  per  cent  basis  of  $150,000  would  be  $9000 
per  annum,  a  net  profit  of  $3000  per  year  for  the  lessee  for  the 
unexpired  term.  As  the  lease  is  merely  for  a  period  of  years 
and  reverts  to  the  lessor  on  its  expiration,  the  lessee  can  have 
no  greater  interest  or  profit  than  for  the  unexpired  time,  of  86 
years.  The  lessee's  interest  should  be  computed  on  an  annuity 
basis.  One  dollar  for  86  years  is  today  worth  $16.555328  com- 
puted at  6  per  cent,  $3000  X  16.555328  equals  $49,666,  as  com- 
pared with  the  capitalization  method  figure  of  $50,000  arrived 
at  by  capitalizing  at  6  per  cent  the  annual  net  profit  of  $3000. 
Again  the  difference  between  the  straight  capitalization  method 
even  for  a  period  ten  years  less  than  99  years  amounts  to  an 
insignificant  sum,  namely,  $334  more  than  the  more  exact  and 
scientific  annuity  method. 

Messrs.  Hamby,  Flanagan  and  A.  F.  Smith  concur  in  this 
latter  method  of  calculation,  varying  only  in  the  interest  table 
used.  Judge  Hamby  uses  a  6  per  cent  rate,  Flanagan  of  New 
Zealand  a  5  per  cent  rate  and  Smith  of  Australia  a  4}^  per  cent 
rate. 

NINETY-NINE   YEAR   LEASE,   RENEWABLE, 
GRADUATED  R]':NTAL 

Valuation  of  Lessor's  Estate 

Hypothesis  3  (a).  Assuming  iiiat  the  lease  is  for 
a  period  of  99  years,  commencing  today  with  an  option 
for  99  years  under  the  same  conditions  ;  assuming  the 
lessee  has  improved  the  premises  by  the  erection  of  a 
$200,000  building;  assuming  that  the  lessee's  net  profits, 
after  making  all  due  allowances  for  rent,  depreciation, 
maintenance,  repairs,  interest  on  investment,  etc.,  seem 
to  amount  to  $2000  per  annum  ;  assuming  that  the  lease 
calls  for  an  annual  rental  of  $6(XX)  for  ten  years  and 
$12,000  j)er  annum   for  the   rcmaiiidtr  of  the  term. 
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gUJ<:STION: 

"What  is  the  vahic  of  the  lessor's  estate  and  how  do  you 
arrixc  at   it  ?" 

ANSWER: 

Mr.  Fhina,!:;an  of  New  Zealand  values  this  interest  on  the 
basis  of  an  annuity  using-  the  5  per  cent  interest  tables.  Calcu- 
lating" the  value  on  a  6  per  cent  basis  he  would  i)roceed  as  fol- 
lows :  Lessor  receives  $fjO(X)  per  annum  for  ten  years  the  present 
value  of  Avhich  is  6000x7.36  equals  $44,160;  plus  the  present 
value  of  $12,000  per  annum  for  89  years  commencing;  ten  years 
hence  which  is  12.000  X  9.254  (16.614-7.36)  equals  $111,048. 
Lessor  is  also  entitled  to  receive  either  possession  or  rent  after 
the  99  years  have  expired,  the  reversionary  value  in  which  can 
be  taken  at  $12,000X16.667  less  16.614  or  .053  equals  $636. 
Thus  $111,048  plus  $44,160  equals  $155,844,  the  value  of  lessor's 
interest. 

The  aforesaid  method  is  (|uite  g^enerally  followed  by  the  best 
authorities. 

In  Australia,  the  same  system  is  used,  save  that  the  43^ 
per  cent  interest  table  is  used. 

Judge  Hamby  capitalizes  the  rental  of  $12,000  and  subtracts 
the  present  value  of  $6000  as  an  annuity  for  ten  years  computed 
at  the  same  rate  of  discount  used  in  the  capitalization.  Twelve 
thousand  dollars  capitalized  at  6  per  cent  equals  $200,000;  minus 
the  present  value  of  $6000  for  10  years  (6000  X  7.36009  equals 
$44,160),  equals  $155,840,  the  value  of  lessor's  interest.  The 
same  result  will  be  obtained  by  capitalizing-  $6000  at  6  per  cent 
in  perpetuity,  namely,  $1CX),000.  Then  add  the  present  worth  of 
an  annuity  of  an  additional  rental  of  $6000  in  perpetuity,  com- 
mencing 10  years  hence.  Formula:  $1.00X9.307  (16,667  per- 
petuity present  worth  factor  less  7360  present  worth  annuity 
factor  for  10  years)  X  $6000  equals  $55,842.  which  added  to  the 
$100,000  above  gives  a  total  value  of  $155,842. 

An  interesting  question  arises  when  the  option  price  and 
market  rate  of  money  are  such  that  one  may  not  assume  a  con- 
tinuation in  the  payment  of  the  rentals  after  a  capitalization  of 
the  rental  at  the  present  market  rate  of  money  appears  to  be 
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more  than  the  option  price.  For  example,  let  us  assume  that 
A.  B.,  owner  in  fee  simple  of  a  parcel  of  real  estate  situated  in 
the  heart  of  the  business  section  in  a  city  of  400,000  population, 
entered  into  a  lease  agreement  on  Dec.  15,  1926,  with  the  X.  Y. 
Z.  Publishing  Company,  a  corporation  engaged  in  a  daily  news- 
paper enterprise,  for  a  term  of  99  years,  not  renewable. 

1.  The  lease  calls  for  a  rental  of  $6000  per  annum 
for  the  first  five  years ;  $7500  per  annum  for  the  next 
five  years ;  $9000  per  annum  for  the  third  five-year 
period;  and  $12,000  per  annum  for  the  balance  of  the 
term. 

2.  The  lessee  has  an  option  to  purchase  the  fee  at 
any  time  between  the  eleventh  and  fifteenth  years  at  an 
agreed  price  of  $150,000;  in  the  event  of  failure  to  exer- 
cise said  option,  the  rental  increase  to  $12,000  per  an- 
num as  above  indicated,  for  the  balance  of  the  term,  at 
the  expiration  of  which  the  lessor  agrees  to  pay  the 
value  of  the  improvements  then  existing. 

3.  The  lessee  is  incorporated  for  $100,000  capital 
stock,  fully  issued  and  outstanding ;  has  had  a  very 
prosperous  existence  of  some  twenty  years,  a  record  of 
15  per  cent  dividends  for  the  last  twelve  years,  and  an 
accumulated  surplus  of  $165,000. 

4.  Lessee  immediately  erects  a  building  on  the 
premises  costing  $250,000.  for  which  it  has  issued  bonds 
in  the  sum  of  $175,000,  interest  at  7  per  cent  per  an- 
num, payable  semi-annually,  due  Jan.  1,  1942,  dated 
Jan.  1,  1927;  bond  charges  amounted  to  $10,000;  the 
lessee  providing  $75,000  cash  on  building,  as  well  as  the 
$10,000  for  bond  charges. 

5.  The  building  as  completed  and  fully  rented  pro- 
vides an  income  of  $42,500  per  annum ;  taxes  charged 
$4820;  depreciation  and  maintenance  $7500;  light,  heat- 
ing, and  other  incidentals  charged  to  operation  of  busi- 
ness; amortization  of  bonds  $8403.50  per  annum; 
interest  charges  $12,250  per  annum  ;  net  profit  $526.50 
per  annum. 
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WHAT  IS  THE  VALUE  OF  LESSOR'S  INTEREST  AS 
OF  JAN.  1,  1927,  IT  BEING  ASSUMED  THAT  THIS  DATE 
IS  THE  BE(;[NNING  DATE  OF  THE  LEASE,  AND  THAT 
THE  LESSOR  DIES  DEC.  31,  1926? 

It  is  quite  patent  that  a  solvent,  prosperous  and  wealthy 
lessee,  in  the  circumstances  above  indicated,  assuming  that  the 
money  rate  of  interest  remains  at  6  per  cent,  will  exercise  the 
option  rig-ht  granted,  and  avoid  the  payment  of  the  highest 
rental,  viz.,  $12,000  per  annum ;  so  that  the  lessor's  interest 
would  be  arrived  at  by  taking  the  ])resent  worth  of  the  rentals 
for  the  hrst  fifteen  years  and  add  thereto  the  present  worth  of 
the  option  price  of  $150,000  due  fifteen  years  hence. 

First  5  Years— $6,000  x  4.212.36  (Present  Worth  Factor) $  25.273.9o 

Second  5  Years— $7,500  x  3.14774  (Present  Worth  Factor) 23,607.98 

Third  5  Years— $9,000  x  2.35216  (Present  Worth  Factor) 20,269.44 

Option  Price— $150,000  x  0.417265  (Present  Worth  Factor)....     62,589.75 

Total  Appraised  Value  Lessor's  Interest $131,741.13 

The  above  illustrates  the  advisability  of  investigating 
lessee's  solvency  to  determine  security,  and  proper  rate  of  capi- 
talization. 

NINETV-NINE    YEAR    LEASE,   RENEWABLE. 
GRADUATED  RENTAL 

Valuation  of  Lessee's  Estate 

Hypothesis  3  (b).  Assuming  the  conditions  of 
hypothesis  3  (a)  to  be  the  same  here,  namely:  As- 
suming that  the  lease  is  for  a  period  of  99  years,  com- 
mencing today,  with  an  option  for  99  years  under  the 
same  conditions,  assuming  the  lessee  has  improved  the 
premises  by  the  erection  of  a  $200,000  building;  assum- 
ing that  the  lessee's  net  profits,  after  making  all  due 
allowance  for  rent,  depreciation,  maintenance,  repairs, 
interest  on  building  investment,  etc.,  seem  to  amount 
to  $20(X)  per  annum ;  assuming  that  the  lease  calls  for 
an  annual  rental  of  $6000  for  ten  years  and  $12,000  per 
annum  for  the  balance  of  the  term. 
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QUESTION: 

"What  is  the  value  of  the  lessee's  interest  and  how  do  you 
arrive  at  it?" 

ANSWER: 

Here  we  have  a  lessee  who  has  erected  a  building  costing" 
$200,000.  His  rental  obligation  is  $6000  for  10  years,  then 
$12,000  for  89  years.  He  is  realizing  a  net  profit  of  $2000  at 
present  which  may — rather  must,  be  considered  to  continue  for 
the  term  of  10  years.  Because  of  his  increased  rental  burden  in 
10  years,  it  would  seem  then  that  the  tenant  presumably  will 
profit  $2000  annually  while  his  rental  burden  is  $6000,  but  he 
will  lose  $4000  per  annum  during  the  next  89  years.  In  other 
words,  without  figuring  the  present  value  of  the  annuity  of 
$2000  and  then  offsetting  this  with  a  probable  loss  of  $4000  per 
annum,  it  is  evident  that  a  net  loss  will  be  the  result.  Hence, 
so  far  as  land  value  is  concerned,  the  lease  is  apparently  a  burden 
and  not  an  asset.  It  is,  of  course,  possible  that  the  location  and 
the  rents  may  improve,  but  they  may  also  for  one  reason  or 
another  diminish.  The  appraiser  cannot  rationally  assume  any- 
thing but  the  status  quo.  If  existing  rentals  in  the  neighborhood 
would  justify  a  presumption  of  an  increased  return  in  the  imme- 
diate future,  such  changes  of  fact  or  assumption  would  justify 
a  change  of  valuation.  The  net  loss  of  $4000  per  annum  foi 
89  years  is  arrived  at  after  deducting  all  operating  expenses, 
which  include  interest  on  the  building  investment.  Assuming 
that  only  6  per  cent  has  been  charged  in  the  calculations  would 
mean  that  the  original  lessee  is  receiving  $12,000  annual  income 
from  the  building.  Deducting  the  annual  land  income  loss  of 
$4000  from  this  $12,000  gain  would  leave  $8000  for  capitalization 
or  $133,000  capital  value  to  which  we  must  add  the  $2000  annual 
profit  for  the  first  10  years,  the  present  worth  of  which  is  $14,720. 

If  the  building  is  mortgaged,  as  is  frequently  the  case,  the 
amount  of  the  mortgage  would  be  deducted  from  the  present 
worth  above  found. 

Authorities  are  well  agreed  that  the  lessee's  interest  should 
be  assessed  at  nil  unless  the  land  and  building  values  indicate 
that  lessee  could  sublet  at  a  profit. 
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NINETY-NINK   YE/VR   LEASl-:  NUT   RICNIAVABLE— 
SANDWICH    LF.ASE 

Valuation  of  Lessor's   (Original  Lessee)   Estate 

Hypothesis  4  (a).  The  property  is  leased  for  $6000 
per  year  flat  for  99  years  not  renewable,  subsequently 
it  is  sublet  at  $8000  per  year ;  subsequently  it  is  sublet 
for  $10,000. 

QUESTION : 

What  is  the  value  of  the  original  lessee's  estate? 

ANSWER: 

The  sub-lease  given  by  the  original  lessee  is  generally  de- 
nominated a  sandwich  lease,  since  it  lies  between  a  prior  and  a 
later  lease.  Here  the  original  lessee  is  assumed  to  have  placed 
all  the  obligations  assumed  by  him  in  the  original  lease  upon  the 
subsequent  tenant,  resulting  in  a  net  yearly  profit  of  $2000. 
which  is  the  difference  between  the  $8000  which  he  pays  and 
the  $10,000  which  he  receives.  This  should  be  figured  as  an 
annuity  for  99  years  as  in  other  cases. 

Some  appraisers  capitalize  the  $2000  at  7  per  cent,  making 
$28,570.  But  it  is  argued  since  the  lease  is  not  renewable,  an 
amortization  fund  must  be  deducted  from  the  $28,570.  "This 
fund  will  be  a  sum  which,  with  compound  interest  at  3  or  3^ 
per  cent,  will  amortize  the  value  of  this  leasehold  interest  during 
the  remainder  of  the  lease." 

Assuming  the  interests  of  the  original  lessee  are  well  secured 
in  his  subsequent  lease,  the  use  of  a  7  per  cent  capitalization  rate 
here  is  hardly  justified.  No  more  so  than  in  many  cases  herein 
set  forth  of  appraisal  of  lessee's  interest.  However,  if  the  capi- 
talization method  is  resorted  to  with  another  calculation  to  pro- 
duce an  amortization  fund  to  wipe  out  the  difference  between 
the  capitalization  values,  one  based  on  income  and  the  other 
based  on  S>9  years,  then  the  original  rate  of  capitalization  (7  per 
cent)  should  also  be  used  to  secure  the  amortization  sum ;  other- 
wise it  under-appraises  the  estate.  For  example,  at  3  per  cent 
for  99  years,  a  present  sum  of  $1531  will  produce  $28,570  in  99 
years.  Deducting  $1531  from  $28,570  makes  $27,039.  the  7  per 
cent  amortized  lease  value.     .Xt  7  per  cent  in  09  years  it  would 
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require  but  $35  to  produce  the  same  amount,  which  deducted 
from  $28,570  would  produce  a  net  appraisal  of  $28,535,  or  $1496 
more  than  by  amortizing  at  3  per  cent. 

The  simplest  way  to  appraise  this  estate  at  7  per  cent 
(should  be  6  per  cent  under  assumption)  would  be  to  take  the 
present  worth  of  $2000  as  an  annuity  for  99  years.  The  formula 
would  be  $1.00  X  14.268  >(  $2000  or' $28,536  equals  the  value  of 
a  99  year  annuity.  When,  however,  the  annuity  is  capitalized 
in  perpetuity,  the  estate  becomes  slightly  over-valued.  It  should 
be  reduced  not  by  an  amortization  fund,  but  by  the  difference 
between  such  capitalization  as  an  estate  in  perpetuity,  namely, 
$28,570  and  the  present  value  of  the  annuity  for  99  years, 
namely,  $28,536,  making  a  reduction  of  only  $34  instead  of  $1531 
at  3  per  cent. 

The  creation  of  an  amortization  fund  is  no  more  justifiable 
in  such  a  case  than  in  taking  the  present  worth  of  a  promise  to 
pay  by  mortgage  or  promissory  note  or  annuity.  .  The  theory  of 
an  amortization  fund,  it  must  be  remembered,  is  to  lay  by  a 
certain  sum  which  with  interest  will  in  a  certain  number  of 
years  recoup  the  investment.  In  the  case  at  hand,  a  purely 
speculative  investment  was  made,  the  profit  from  which  is  de- 
pendent on  the  present  and  prospective  rentals.  The  immediate 
question  to  the  appraiser  is  not  how  shall  the  investor  get  back 
his  original  investment,  which  he  may  or  may  not  recover.  The 
sole  question  for  him  to  determine  is  with  certain  annual  profits 
sure  to  ensue  for  a  certain  period  of  time  hereafter,  what  is  the 
present  worth  thereof  at  the  present  time  at  a  market  rate  of 
money  controlling  such  investments  in  the  particular  field  of 
inquiry. 

NINETY-NINE  YEAR  LEASE  NOT  RENEWABLE- 
SANDWICH   LEASE 

Valuation  of  Sub-Lessee's  Estate 

Hypothesis  4  (b).    The  property  is  leased  for  $6000 

per  year  flat  for  99  years  not  renewable ;  subsequently 
it  is  sublet  at  $8000  per  year;  subsequently  it  is  sublet 
for  $10,000. 
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QUESTION: 

What  is  the  \alue  oi  the  second  suh-lcssee's  estate? 

ANSWER: 

This  will  he  figured  as  a  lessee's  lease  is  generally  figured 
under  a  Hat  rental  as  in  2  (h).  Here  the  suh-lessee  pays  $8000 
and  gets  $10,000  annually,  lie  is  assumed  to  have  the  obligation 
well  secured.  Ilcnce  there  is  no  impropriety  in  calculating  his 
estate  as  an  annuity  for  99  years.  The  formula  is  $1.00  X  16.6146 
X  $2000  eciuals  $.vr.229. 

It  is  said  that  the  rents  being  "prosi:)ecti\e"  shoukl  be  capi- 
talized more  liberally.  lUit  all  rents  under  all  leases,  as  well  as 
all  bonds,  mortgages  and  notes  are  i)ros])ective.  This,  then, 
offers  no  excej^tion  to  any  other  case  herein  considered.  It  is 
possible  that  lessee  has  ct)nimitted  himself  to  certain  continuing^, 
perhaps  contingent,  obligations  which  might  in\'olve  a  contiim- 
iiig  liability  and  invohe  a  necessary  reduction  of  value.  The 
assumption,  however,  is  that  the  sub-lessee  is  well  secured.  If 
the  assumption  be  not  \  alid,  another  situation  would  arise. 

T\VENTV-YE.\R    LEASE.   NOT    RENEWABLE 

Valuation  of  Lessor's  Estate 

Hypothesis  5  (a).  Assume  rental  is  $5000  for  20 
years,  lessee  to  pay  taxes  and  improve.  Land  is  worth 
$100,000. 

The  present  worth  of  the  annual  annuity  must  be  taken. 
Formula:  $1.00  X  11-47  X  $5000  equals  $57,350.  \'alue  of  the 
reversion  is  the  present  value  of  $100,000  receivable  in  20  years. 
Money  being  worth  6  per  cent,  the  land  being'  assumed  to  be 
worth  $100,000  now  as  well  as  20  years  hereafter,  it  will  be 
necessary  to  find  the  present  worth  of  $100,000  receivable  in  20 
years.  Formula:  $1.00  X  .311805  X  $100,000  equals  $31,180  the 
value  of  the  reversion,  which  added  to  $57,350  makes  a  value 
of  $88,530. 

Usually  in  a  lease  of  such  short  duration,  some  building" 
provision  beclouds  the  calculation.  The  lessee  usually  protects 
himself  by  imposing-  upon  lessor  the  obligation  to  buy  the  im- 
provement at  its  then  arl)itrated  value,  which  frequently  is  a 
serious  burden. 
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TWENTY-YEAR    LEASE,   NOT   RENEWABLE 

Valuation  of  Lessee's  Estate 

Hypothesis  5(b).  Assume  rental  is  $5000  per  year 
for  20  years,  lessee  to  pay  taxes  and  improve.  Land  is 
worth  $100,000. 

Here  not  sufiicient  data  is  available  to  discover  the  actual 
profit  being  made  by  lessee  in  this  venture.  It  is  stated,  how- 
ever, that  the  land  value  is  $100,000,  with  a  market  rate  of  money 
at  6  per  cent.  In  other  words,  his  lease  is  worth  $1000  ($6000 
less  $5000)  per  year  for  20  years.  Formula:  $1.00  X  11.470  X 
$1000  equals  $11,470.  The  assumed  facts  show  no  other  present 
or  prospective  value.  If  the  lessee  erected  an  improvement, 
which  the  lessor  is  to  pay  for,  the  present  worth  of  a  reduplica- 
tion value,  less  20  years'  depreciation,  should  be  added.  In  other 
words,  if  the  lessee  has  a  building  with  a  reduplication  value  of 
$100,000,  if  this  building  will  depreciate  2  per  cent  per  year  for 
20  years,  the  lessee  may  figure  that  lessor  must  pay  him  $60,000 
in  20  years.  The  present  worth  of  $60,000  in  20  years  is  $18,708. 
Formula:  $60,000  X  $1-00  X  factor  .311805.  On  the  other  hand, 
if  the  lessee  has  a  building  on  the  premises  worth  $100,000.  which 
lessor  is  not  to  pay  for  and  which  will  be  worth  $60,000  in  20 
years  by  reason  of  structural  depreciation,  it  is  evident  that  the 
lessee  will  sufifer  a  loss  of  $60,000  at  that  time  which  amounts  to 
a  present  worth  loss  on  the  building  as  above  set  forth.  This 
amount  should  be  charged  against  the  land  rental  profit.  The 
net  loss  then  might  be  computed  in  the  aggregate  or  spread  over 
the  entire  period  of  20  years  on  an  average  or  graduated  basis 
as  desired. 

NINETY-NINE  YEAR  RE-APPRAISAL  LEASE 
RENEWABLE 

Lessor's  Estate 

Hypothesis  6  (a).  Assuming  that  the  lease  is  for  a 
period  of  99  years,  commencing  today,  with  an  option 
for  99  years  under  the  same  conditions;  assuming  the 
lessee  has  improved  the  premises  by  the  erection  of  a 
$200,000  building;  assuming  that  the  lessee's  net  |)rnnts, 
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after  makin^i^  all  clue  allowances  for  rent,  depreciation, 
maintenance,  repairs,  interest  on  investment,  etc., 
amount  lo  $2000  per  annum,  assuminj^-  that  the  lease 
calls  for  an  annual  rental  of  $6000  for  the  first  twenty- 
years  and  thereafter  a  rental  to  be  computed  f)n  a  basis 
of  4  per  cent  on  the  then  existing-  capital  value  of  the 
land  only,  irrespective  of  its  improvement,  pro\ided, 
however,  that  in  no  event  shall  the  rental  be  less  than 
$6000  per  annum  for  the  remainin.^-  period  of  time. 

QUESTION: 

"What  is  the  value  of  the  lessor's  estate?" 

ANSWER: 

It  is  evident  from  the  foregoing  that  the  lessor  has  an  as- 
sured income  of  $6000  per  annum  for  20  years,  but  that  there- 
after the  income  is  entirely  uncertain  and  problematical.  The 
only  value  therefore,  that  this  lease  has  to  the  lessor  is  the  pres- 
ent worth  of  an  annuity  for  99  years  of  $6000  per  annum  plus  the 
value  of  the  reversion.  The  value  of  the  annuity  is  $6000  X 
16.614  equals  $99,684.  The  value  of  the  reversion  after  99  years 
is  $6000  X  16.667  less  16.614  or  0.053  which  makes  $318  or  a 
total  of  $100,002  representing  the  lessor's  interest. 

If  the  land  value  at  the  time  of  calculation  has  increased 
over  this  amount,  say  $150,000  additionally,  it  is  quite  evident 
that  such  conditions  would  increase  the  probable  value  of  this 
estate.  In  such  case  the  present  worth  of  $6000  (4  per  cent  on 
$150,000  reappraisal  additional  value)  an  annuity  will  have  to  be 
added.  If  the  lease  still  has  10  years  to  run  of  the  initial  term 
the  calculation  would  be  $6000  X  16.667-7.360  equals  9,307  equals 
$55,842.    This  should  be  added  to  the  above  $100,002. 

NINETY-NINE  YEAR  RE-APPRAISAL  LEASE- 
RENEWABLE 

Lessee's  Estate 

Hypothesis  6  (b).  Assuming  that  the  lease  is  for  a 
period  of  99  years,  commencing  today,  with  an  option 
for  99  years  under  the  same  conditions ;  assuming  the 
lessee  has  improved  the  premises  by  the  erection  of  a 
$200,000  building;  assuming  that  the  lessee's  net  profits. 
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after  making  all  due  allowances  for  rent,  depreciation, 
maintenance,  repairs,  interest  on  building  investment, 
etc.  seem  to  amount  to  $2000  per  annum,  assuming  that 
the  lease  calls  for  an  annual  rental  of  $6000  for  the  first 
twenty  years  and  thereafter  a  rental  to  be  computed  on 
a  basis  of  4  per  cent  on  the  then  existing  capital  value 
of  the  land  only,  irrespective  of  its  improvement,  pro- 
vided, ho\\'ever,  that  in  no  event  shall  the  rental  be  less 
than  $6000  per  annum  for  the  remaining  period  of  time. 

QUESTION : 

"What  is  the  value  of  the  lessee's  estate?" 

ANSWER : 

Here,  according  to  present  indications,  the  lessee  will  enjoy 
a  $2000  income  for  20  years.  The  present  worth  of  $2000  an- 
nually is  4L00  X  11.47  X  $2000  equals  $22,940.  If  the  rentals 
under  existing  sub-leases  involve  certain  definite  future  additions 
after  the  20-year  period,  or  if  sub-leases  at  the  time  of  calculation 
could  be  made  at  enhanced  rentals,  should  such  factor  be  con- 
sidered, thus  increasing  the  value  of  the  lessee's  estate?  The 
answer  must  be  in  the  negative.  While  it  may  be  assumed  that 
the  lessee  will  increase  his  rentals  after  20  years,  the  uncertainty 
as  to  the  amount  of  rent  the  lessee  will  be  compelled  to  pay  under 
the  re-appraisal  precludes  any  possibility  of  calculation. 

It  will  be  necessary  to  take  the  present  worth  of  such  en- 
hancements only  as  existing  contracts  call  for,  which  should  be 
calculated  to  the  end  of  the  20-year  period.  To  this  should  be 
added  the  cost  of  re-duplication  of  lessee's  improvements,  less 
structural  and  obsolescence  depreciation.  To  this  should  be  add- 
ed any  value  due  to  a  favorable  re-appraisal  rate.  If  the  market 
rate  of  money  at  the  time  of  the  appraisal  is  higher  than  the 
agreed  rate  as  fixed  in  the  lease,  manifestly  the  lessee  has  an 
estate  of  additional  value.  If  the  property  at  the  time  of  ap- 
praisal is  worth  $500,000,  if  the  market  rate  of  money  for  such 
investment  is  6  per  cent,  if  the  re-appraisal  period  is  to  arrive 
in  20  years  and  continue  for  79  years,  the  lessee  would  enjoy  an 
annual  profit  of  2  per  cent  on  $500,000,  namely  $10,000  over  any 
leasehold  which  could  be  effected  in  the  market  at  the  present 
time.     As  this  profit  would  not  arrive  for  20  years,  its  present 
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worth  would  be  figured  $10,000  X  5.197  (16.667  less  11.470) 
equals  $51,970,  which  sum  added  to  $22,940,  plus  the  value  of  the 
$200,000  building  would  represent  the  value  of  the  lessee's 
estate. 

It  is  a  matter  of  common  knowledge  that  the  tenant  profits 
in  addition  to  the  foregoing.  It  is  said,  for  instance,  that  arbitra- 
tion values  under  re-appraisal  leases  always  favor  the  lessee. 
I'requently  during  re-appraisal  periods,  rents  rise  thus  giving  the 
lessee  an  additional  profit.  This  is  undoubtedly  true  of  prop- 
erty in  a  growing  city  and  neighborhood,  where  leases  are  gen- 
erally aflfected  on  a  5  or  10  year  basis.  This  profit  is,  however, 
too  remote  and  uncertain  to  be  calculated.  In  the  calculation 
of  future  rentals,  the  present  rentals  must  be  assumed  to  con- 
tinue, neither  rise  nor  fall,  unless  a  more  advantageous  rental 
might  now  be  secured  or  unless  a  contract  is  already  effected, 
which  Avill  in  the  future  result  in  such  increased  rental. 

Re-appraisal  leases,  provided  for  no  minimum  rental,  are 
difticult  to  appraise  whether  it  be  from  the  standpoint  of  the  les- 
sor or  the  lessee  when  the  time  for  re-appraisal  is  at  hand.  In  the 
foregoing  we  have  appraised  leases  to  the  lessor  and  the  lessee 
which  have  a  period  to  run  within  the  re-appraisal  term.  But  how 
about  appraising  the  lessor's  estate  under  a  re-appraisal  lease  by 
arbitrators  who  are  called  upon  to  appraise  the  market  value  of 
the  premises  unimproved?  In  the  Arbitration  of  the  Valuation 
of  Tracy-May  premises,  1706  Euclid  Avenue,  Cleveland,  it 
was  argued  by  the  lessee  that  other  sales  in  the  vicinity  were  no 
criterion,  urging  that: 

"The  owner  voluntarily  and  jiermanently,  in  order 
to  secure  all  i)ossible  future  profit,  removed  his  site  from 
the  realm  of  speculation.  In  efifect,  the  owners  of  the 
fee  have  said  they  will  not  sacrifice  or  part  with  future 
possibilities  for  an  enlarged  present  return.  They  will 
not  bargain  away  the  future — that  profit  or  loss  they  re- 
serve to  themselves.  There  are  therefore  no  si)eculative 
or  prospective  or  potential  rents  to  appraise.  Nothing  is 
left  to  inquire  into  but  its  present  use  value. 

"The  terms  of  the  arl)itration  provide  for  an  apprai- 
sal of  the  'market  value  of  said  premises.'  The  market 
value,  or  rather  value  of  premises  (there  being  no  mar- 
ket) under  a  re-appraisal  lease  and  the  \alue  of  an  un- 
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encumbered  fee  with  its  ^reat  future  possibilities  are 
two  different  matters.  Premises  subject  to  a  re-appraisal 
lease  will  not  sell  to  advantage  either  in  the  hands  of 
the  lessees  or  the  lessors.  Indeed,  a  sale  or  mortg^age 
by  a  lessee  of  his  interest  in  improved  premises  subject 
to  a  re-appraisal  lease  is  exceedingly  difficult,  almost  im- 
possible. If  it  sells  at  all,  it  is  because  the  use  value  is 
greater  than  the  appraised  value,  leaving  a  residue  for 
capitalization  for  ten  years.  Not  a  single  insurance  com- 
pany wall  today  loan  on  a  re-appraisal  lease.  This,  of 
course,  depresses  its  value.  Purchasers  are  wary  of 
decennial  appraisals  for  still  a  greater  reason.  They 
magnify  the  danger  of  absurd  or  ill-advised  or  confisca- 
tory arl)itrations — little  knowing  that  re-appraisals  in 
the  past  have  always  favored  the  energy  of  the  operator 
of  property  rather  than  the  unearned  income  of  the  land- 
lord." 

It  was  also  urged  in  that  case,  that  the  market  value  of 
premises  subject  to  a  re-appraisal  lease  of  necessity  must  be  less 
because  of  the  existence  of  the  lease  upon  particular  premises. 

"Premises  leased  on  a  re-appraisal  basis  are  also  at 
a  disadvantage  to  the  landlord.  Such  premises  under  a 
re-appraisal  lease,  if  offered  for  sale,  would  not  sell  at 
all,  excepting  only  in  cases  providing  for  a  minimum 
rental.  In  such  case,  the  premises  would  be  worth  a 
capitalization  of  such  minimum.  Where  no  minimum  is 
provided,  the  premises  will  not  sell  as  w^ll  unencum- 
bered land.  The  reservation  of  a  minmium  alone  will 
give  it  value.  The  premises  have  no  prospective  value 
as  have  other  lands.  Such  a  lease  is  therefore  an  encum- 
brance both  to  the  lessor  and  lessee.  The  purchaser  de- 
mands an  allowance  by  way  of  insurance  against  uncer- 
tain, erratic  or  emotional  appraisals.  Whatever  sum  you 
gentlemen  may  agree  upon,  the  minimum  valuation  stip- 
ulated in  the  lease  will  probably  cause  a  loss  to  the 
lessee.  In  this  respect,  lessees  made  a  bad  bargain.  On 
the  other  hand,  from  the  landlord's  standpoint,  it  will 
confine  the  value  of  the  premises  to  such  income.  And 
buyers  of  the  fee  would  pay  probably  no  more  for  these 
premises  than  a  capitalized  value  of  the  rental  you  fix. 

"The  market  value  or  rather  the  value  of  these 
premises  (there  being  no  market  value)  is  confined,  cir- 
cumscribed and  limited  by  reason  of  this  re-appraisal 
lease,  the  same  as  though  the  soil  were  solid  rock,  or 
were  quick  sand  or  situated  near  a  nuisance.  The  value 
even  of  adjacent  premises  of  like  size  with   the   same 
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identical  building-,  with  the  same  income  and  expense 
would  not  be  identical.  The  premises  are  similar  to  re- 
stricted premises — restrictions  against  building-  for  one 
purpose  or  another,  as  so  far  from  the  street,  such  a 
kind  of  building:  or  an  easement  over  part  of  this  land 
for  ei^ress  and  ingress  to  other  lands,  or  a  reservation 
of  space  for  li.ght  and  air  in  favor  of  adjacent  lands. 
These  all  afifect  the  value  of  the  premises  the  same  as 
a  re-appraisal  lease.  It  is  indeed  lucky  for  the  lessors 
that  their  financial  condition  does  not  require  their 
mortgag-ing  or  selling  these  ])remises.  They  would  have 
discovered  why  re-appraisal  leases  have  become  so 
unpopular — burdensome  botli  to  the  lessee  and  the 
lessor.  The  speculation  is  gone,  the  value  is  elimi- 
nated except  as  to  its  usufruct.  This  explains  why  many 
re-appraisal  leases  are  later  converted  into  flat  term 
leases,  to  the  advantage  of  both  lessor  and  lessee.  It 
permits  both  to  deal  in  'futures.' 

"To  treat  this  sul)ject  from  another  angle. — The 
value  of  improved  premises  is  either  what  you  can  sell 
it  for  or  what  it  will  produce  in  revenue.  Has  anyone 
ever  heard  of  a  sale  of  the  fee  of  re-appraisal  premises 
containing  no  minimum?  Even  so  there  can  be  no  mar- 
ket or  average  sale  if  one  may  be  discovered  now  and 
then  in  dififerent  sections  of  the  city.  \\' e  are.  therefore, 
of  necessity,  confined  to  the  earning  capacity  of  the 
premises. 

"It  is  therefore  necessar}^  that  3'ou  appraise  these 
premises,  not  as  other  premises,  unencuml)ered  and 
speculative,  having  a  discountable  future,  or  having  a 
definite,  ascertainable  rental,  capitalizable  to  an  approx- 
imate value.  These  premises  are  sul)ject  to  a  re-appraisal 
lease  which  is  calculated  to  give  the  landlord  the  incre- 
ment from  time  to  time  if  such  there  be  and  in  such 
amount  as  human  appraisers  may  decide  from  time  to 
time.  By  the  act  of  the  Tracy  estate,  control  is  di- 
vested from  them.  A  partnership  is  formed  with  the 
lessee  and  the  profits  are  di\-isible.  to  the  lessee,  giving 
him  the  current  interest  on  his  investment  and  cost  of 
management,  to  the  owner  the  dift'ercnce.  Any  other  con- 
struction of  re-ap])raisal  leases  would  result  in  confisca- 
tion of  the  lessee's  investment,  his  labor,  his  risk,  his 
energy,  his  service.  Appraisers  of  re-appraisal  leases 
generally  repudiate  such  a  confiscatory  construction.  It 
is  undoul)tedlv  for  these  reasons  that  real  estate  asses- 
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sors  regard  it  as  axiomatic,  that  re-appraisal  leases  are 
not  criteria  of  values  and  always  favor  the  tenant." 

From  the  foregoing",  it  seems  to  have  been  the  contention 
that  sales  values  of  property  more  or  less  speculative  in  nature, 
especially  in  rapidly  growing  districts  of  rising  values  should 
not  be  considered  and  that  intrinsic  or  economic  values  alone 
should  govern,  counsel  urging,  in  that  case : 

"That  the  future  speculative  value  should  be  taken 
as  the  basis  in  a  re-appraisal  lease  is  unconscionable  and 
immoral.  The  very  theory  and  practice  of  such  lease 
belies  such  a  construction.  It  would  result  in  the  lessor 
getting  a  rental  on  a  value  that  may  never  materialize, 
may  never  exist.  It  would  give  such  a  landlord  a  rental, 
excessive  now  and  then  again  the  same  rental  when  the 
value  may  actually  e.xist,  resulting  therefore  in  a  double 
rental." 

If  one  agrees  with  the  abo\e  statement  it  w  uuld  follow  that 
an  appraisal  of  the  lessor's  interest  under  a  re-appraisal  lease 
at  the  expiration  of  any  intermediate  term  must  be  through  a 
capitalization  of  the  stipulated  rental. 

That  this  contention,  namely,  that  a  lessee's  interest  under 
a  re-appraisal  lease  is,  generally  speaking,  of  little  value  except 
in  the  particulars  aforesaid,  is  borne  out  by  Section  5330  of  the 
Ohio  General  Code.     Under  that  section  of  the  code : 

"Whenever  lands  belonging  to  the  state,  a  munici- 
pal corporation,  religious,  scientific  or  benevolent  society 
or  institution,  wiiether  incorporated  or  unincorporated, 
or  to  trustees  for  free  education  only,  or  held  by  the 
state  in  trust,  are  held  under  lease  for  a  term  of  years 
renewable  forever  and  not  subject  to  revaluation,  such 
lands  shall  be  considered,  for  all  purposes  of  taxation, 
as  the  property  of  the  lessees  and  shall  l)e  assessed  in 
their  names." 

This  would  seem  to  indicate  that  the  legislature  intended 
to  exempt  from  taxation  long-time  leases  when  they  were  sub- 
ject to  revaluation,  an  inference  that  being  subject  to  revalua- 
tion, would  make  them  valueless.  See  also  Zumstein  v.  Coal  & 
Mining  Co.,  54,  O.  S.  264. 


CHAPTER  16 
MANUFACTURING   AND   RAILROAD   PROPERTY 


Should  be  appraised  by  the  square  foot  on  its  own  merit 
rather  than  on  a  basis  with  adjacent  property — Values 
are  fixed  by  location,  accessibility  and  similar  factors — 
Factory  site  philosophy — Effect  of  railroads  on  values — 
Street  frontages  of  factory  sites  most  valuable — Switches 
and  what  they  add  to  value. 

Many  appraisers  in  the  past  have  given  manufacturing-  prop- 
erty a  value  based  on  units  fixed  for  adjacent  property.  Such 
adjoining  property  might  have  been  retail,  wholesale,  residen- 
tial, warehouse  or  of  other  kinds.  In  view  of  the  fact,  however, 
that  manufacturing  property  is  generally  bought  and  sold  on  a 
square  foot  basis,  it  is  considered  more  advisable  to  give  greater 
heed  to  the  particular  value  than  to  seek  uniformity  with  prop- 
erty used  for  a  different  purpose.  It  should,  therefore,  be  ap- 
praised by  the  square  foot  as  it  is  generally  bought,  sold  and 
leased  on  that  basis. 

Railroad  property  should  be  treated  likewise.  In  reality  it 
is  usually  manufacturing  property.  AVhile  manufacturing  prop- 
erty usually  takes  its  value  from  railroad  proximity,  railroad 
property  in  turn  (that  is  the  value  of  public  utilit}'  property 
proper)  takes  its  value  fr(jm  the  manufacturing  property  or  other 
adjacent  property  as  the  case  may  l)e. 

The  value  of  railroad  or  manufacturing  proi)erty  is  fixed  by 
location,  proximity  to  the  center  of  the  city,  proximity  to  labor 
market,  accessibility  of  good  and  cheap  street  car  service,  ab- 
sence of  costly  cartage  or  grade  connections  with  other  railroads. 
In  other  words,  the  value  of  a  railroad  site  is  governed  by  its 
proximity  to  both  a  buying  and  selling  market,  the  available 
means  for  getting  there  and  the  ability  to  command  the  necessary 
skilled  and  cheap  labor  as  well  as  raw  material.  In  Cleveland. 
for  example,  in  the  Cuyahoga  River  valley,  not  one-half  mile 
from  the  center  of  the  citv,  were  formerly  nianv  manufacttning 
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plants.  The  property  is  served  by  a  number  of  trunk  line  rail- 
roads with  good  connections.  In  addition  it  fronts,  in  part,  on  a 
river  navigable  for  boats  of  18  feet  draft  and  yet  this  property 
sells  for  about  50c  per  square  foot,  vv^here  it  formerly  sold  for 
75c  per  square  foot  as  compared  with  $1.00  and  $2.00  per  square 
foot  factory  sites  two  to  five  miles  from  the  center  of  the  city. 
The  property  is  in  the  flats,  difficult  of  access  for  labor,  difficult 
of  approach  for  customers,  involving  extra  cost  in  business  inter- 
course with  the  rest  of  the  industrial  city.  A  leading  realtor 
specializing  on  factory  sites  presented  the  subject  in  an  interest- 
ing and  instructive  advertisement  as  follows : 

"FACTORY  SITE  PHILOSOPHY" 

"The  Average  Factory  Spends : 

20%  of  its  sales  in  ground  rent. 
1%   of  its  sales  in  rent. 
30%  of  its  sales  in  wages. 
Labor  (150  times  as  important  as  ground  rent)"  is  today  the 
big  problem  in  industries.     A  good  location  often  pays  for 
itself  in  the  saving  on  cartage. 
Buildings  usually  cost  less  in  desirable  sections. 
Best  sites  usually  show  greatest  increase  in  value. 
The  following  points  should  each  be  studied  with  regard 
to  the  individual  requirements  of  an  industry. 

LOCATION : 

Amount  and  nature  of  labor  supply. 

Size,  shape,  topography,  character  of  soil,  accessibility, 

nature  of  roads,  improvements  in  or  obtainable. 

Proximity  of  depots. 

Side  track,  in  or  obtainable. 

Desirability  and  reputation  for  service  of  a\ailable  railroad. 

Future  value  and  publicity  value. 

T 1 1 KREFOR E  LOCATE : 

Near  labor  supply. 

Where  good  street  car  ser\ice,  short  car  ride,  low  car  fare 
or  short  walk  will  attract  labor. 
Near  depots. 
On  well  paved  streets. 
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Where  sewer,  water,  gas,  electricity,  and  other  conveniences 
are  installed." 

Aside  from  the  above  general  factors  of  value,  other  minor 
factors  affecting  the  value  of  manufacturing  property  are  evident. 
One  factor  of  influence  is  the  shape  of  the  lot,  as  a  long-  and  nar- 
row lot  is  usually  not  worth  as  much  for  general  utility  as  a 
s(|uare  piece.  This  is  of  considerable  importance  where  the  avail- 
ability of  the  site  for  other  purposes  is  possible  or  probable,  such 
as  for  residences  or  stores. 

A  trunk  line  railroad  connection  enhances  the  value  of  a  site 
more  than  a  short  line  road.  Several  street  frontages  or  access 
to  them  give  more  value  than  a  single  street  or  no  street  at  all. 
In  appraising  several  sites  in  the  neighborhood  it  becomes  im- 
portant to  weigh  and  appraise  these  factors.  In  one  tract  a  ten 
acre  tract  fronts  on  a  railroad  for  its  entire  width  as  compared 
with  a  site  with  only  a  short  frontage.  Another  tract  may  have 
full  railroad  frontage  and  one  street  connection  as  compared 
with  another  with  two  street  connections  and  perhaps  a  street 
car  connection.  As  between  several  parcels  in  the  same  neigh- 
borhood each  perhaps  with  different  advantages,  it  is  only  as 
the  appraiser  attaches  a  particular  value  to  eacli  factor  that 
proper  differentiation  is  made.  A  railroad  connection  adds  a 
\  alue  just  as  a  street  frontage  does.  Certain  it  is  however  that 
where  different  parcels  enjoy  different  advantages  an  appraisal 
of  each,  crude  though  it  may  be,  must  be  made  to  differentiate  in 
their  aggregate  appraisal.  For  example,  a  certain  tract  in 
Cleveland  has  all  of  the  following  advantages :  River  frontage, 
canal  frontage,  three  trunk  line  railroads,  one  creek,  two  street 
frontages,  one  street  car  connection,  is  near  center  of  city  and 
also  has  a  pipe  line  connection.  It  is  evident  that  the  appraisal 
of  such  a  type  of  manufacturing  property  requires  far  more  stud}' 
and  lends  itself  to  less  uniformity  than  other  kinds. 

It  is  frequently  contended,  since  such  property  is  sold  on  a 
square  foot  or  even  acreage  basis  that  every  foot  of  land  has  a 
like  value ;  that  the  long-  and  short  rule  should  not  and  does  not 
apply.  A  prominent  writer  on  real  estate  appraisals  urges  the 
same  objection  in  warehouse  and  wholesale  property  valuations. 
Some  appraisers  even  contend  that  the  rear  100  feet  (jf  a  200  foot 
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lot  in  a  retail  district  is  worth  as  much  as  the  front  and  no  dif- 
ference in  fact  exists  in  the  value  of  any  such  property  except 
possibly  that  part  of  the  front  which  is  used  for  display  or  office 
purposes.  This  indicates  a  confusion  of  actual  utility  with  pos- 
sible utility.  No  matter  how  a  certain  business  may  actually 
use  a  particular  part  of  a  200  foot  deep  lot,  no  matter  if  a  ware- 
house or  factory  may  use  the  rear  to  as  good  and  profitable  an 
advantage,  the  fact  is  that  that  part  of  such  lots  fronting  on  the 
street  is  worth  more  than  the  rear.  This  can  be  easily  understood 
when  before  assembling  several  pieces  into  a  larger  unit,  per- 
haps 200  or  300  feet  deep,  it  is  necessary  to  purchase  parts 
thereof.  It  must  be  perfectly  evident  and  experience  proves  that 
the  value  recedes  as  its  location  recedes  from  the  point  of  ac- 
cessibility. 

It  is  frequently  urged  that  this  may  be  true  as  to  retail  prop- 
erty, but  that  warehouse  or  factory  property  is  more  uniform 
in  value  and  that  the  short  and  long  rules  should  be  modified. 
In  a  questionnaire  to  realtors  it  was  found  that  the  sentiment  for 
such  a  modification  was  very  slight  and  that  most  of  them  were 
of  the  opinion  that  no  differentiation  of  the  long  and  short  rule 
should  be  made  in  regard  to  such  property.  It  is  certain  that  no 
matter  how  property  is  used,  advantageously  or  disadvantage- 
ously  or  not  at  all  the  front  portions  of  lots  are  of  greater  value 
than  the  rear  portions.  Experience  shows  that  owners  of  key 
situations,  frontages  on  streets  or  other  value  creating  agencies 
demand  additional  money  for  their  land. 

There  seems  a  great  variation  in  cities  as  to  the  value  of 
manufacturing  property.  In  Cleveland  it  runs  up  to  $3  per 
foot,  the  average  price  being  between  50  cents  and  $1  per  square 
foot.  The  big  blast  furnaces  in  Cleveland  occupying  the  Cuya- 
hoga River  valley  are  appraised  at  85c  per  square  foot.  In 
Pittsburgh,  however,  manufacturing  property  sells  for  as  high 
as  $10  per  square  foot.  Such  values  are  only  found,  however, 
where  the  locality  is  changing  to  a  higher  use.  For  example, 
there  is  in  Cleveland  a  property  purchased  fifty  years  ago  in  a 
district  then  devoted  to  manufacturing  and,  probably,  purchased 
for  a  song.  Very  valuable  improvements  costing  several  hun- 
dred  thousand  dollars  to  reduplicate   were  erected.     This   land 
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has  now  become  worth  about  $500  per  foot  for  a  standard  depth 
lot  for  business  purposes. 

While  the  assessor  assessed  the  land  for  what  he  thought 
it  would  sell  fur  retail  purposes,  it  was  found  necessary  to  very 
largely  depreciate  the  factory  l)uildings  on  the  ground  of  lack  of 
suitability  to  the  site.  Manifestly  he  was  not  permitted  to  assess 
the  land  for  retail  use  and  the  buildings  fur  manufacturing  use. 

In  this  connection,  ccjusider  the  high  ta.\  burden  of  manu- 
facturers located  in  growing  cities.  These  concerns  located  orig- 
inally, perhaps  in  the  en\  iron.s,  wlicre  land  was  cheap.  The  city 
develoi)ed.  Homes  were  built  in  the  neighborhood.  The  land 
b.ecomes  worth  more  fen-  other  purposes  and  of  course  should  be 
appraised  accordingly.  Such  manufacturers,  in  competition  with 
similar  businesses,  the  country  over,  operating,  perhaps,  on 
cheaper  land,  arc  no  longer  able  to  compete.  This  operates  as  a 
serious  injustice  to  such  an  old-established  business.  To  move 
away  inwthes  scrajjping  the  buildings,  perhaps  part  of  the  ma- 
chinery. Under  such  circumstances,  the  assessor,  likewise  the 
realtor,  who  ajjpraises  the  land  at  its  full  value  for  other  pur- 
poses, should  depreciate  the  improvements  as  increasingly  obso- 
lete, no  matter  how  good  the  structural  conditions  may  act- 
ually be. 

In  a  study  of  a  comi)!aint  by  a  property  owner  as  to  the  as- 
sessment of  his  manufacturing  site,  data  was  sought  from  one 
of  the  trunk  railroad  lines,  as  to  the  cost  of  building  switches 
with  which  complainant's  property,  a  5  acre  tract,  was  being 
served.  The  owner  had  approximately  1000  feet  of  side  track 
and  the  question  was  what  such  a  track,  on  a  trestle,  added  to 
the  value  of  his  property.  The  data  showing  costs  of  building 
switches  1000  feet  long  is  interesting  and  valuable  in  appraising 
factory  property  of  dififerent  kinds  and  is  as  follows: 

1000  feet  Cost  Per  Ft. 

At  grade  $3,500  $  3.40 

On  trestle  (wood)       25  ft.  high                 35.000  35.00 

On  till  25  ft.  high                 25.000  25.00 

In  cut  25  ft.  deep                50.000  50.00 

From  the  above  ii  appears  that  the  minimum  cost  of  a  switch 
is  $3.40  i)er  foot  when  1000  feet  h^ng,  nnining  up  to  $.50  i)er  foot. 


> 
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The  ordinary  switch  is  from  400  to  500  feet  long,  and  requiring 
150  feet  to  clear  the  main  track.  Four  hundred  feet  would  cost 
about  25  per  cent  extra,  or  $4.25  per  foot.  A  frog  and  150  feet 
to  clear  are  necessary  in  any  event.  A  400  foot  switch  will  there- 
fore cost  approximately  $1700  on  grade  to  $20,000  in  a  25  foot 
cut  or  fill.  From  the  above  it  may  be  deduced  that  a  1000  foot 
switch,  costing  from  $3400  to  $35,000  to  $50,000,  serving  a  10 
acre  lot,  increases  the  acreage  improved  value  by  from  $340  to 
$5000  per  acre.  It  follows  whenever  the  acreage  is  larger  the 
improvement  cost  per  acre  becomes  less,  and  when  the  10  acre 
lot  is  smaller,  as  it  usually  is,  a  much  greater  value  per  acre  is 
added. 

In  the  case  under  investigation  it  appeared  that  the  1000 
feet  on  a  wooden  trestle  would  cost  the  owner,  and  prol)ably  im- 
proved his  5  acre  tract,  $35,000  or  $7000  per  acre. 

WATER  FRONT  PROPERTY 

A  few  years  ago  a  realtor  in  one  of  America's  largest  cities 
compiled  data  as  to  the  value  of  water  front  lands  in  various 
communities.  He  sought  to  value  water  front  lands  in  his  city 
(where  there  had  been  infrequent  sales(  by  the  value  of  such 
land  in  other  cities.  The  effort  was  of  little  use.  There  is  no 
similarity  of  water  front  values  in  different  cities.  Some  cities 
are  so  situated  that  their  water  fronts  are  not  of  great  use,  their 
railroad  connections  being  extraordinary.  It  may  be,  also,  that 
the  water  fronts  in  a  particular  city  do  not  have  satisfactory 
railroad  or  water  connections,  or  that  the  harbor  is  not  of  proper 
natural  depth,  or  is  not  properly  dredged.  Accordingly,  the 
relationship  between  the  amount  of  available  water  front  ]:)rop- 
erty  and  its  use  or  need  to  the  particular  city  varies  so  greatly 
that  there  must  be  little  relationship  in  its  value. 

The  uses  of  water  front  ]^ro])erty  are  frequently  for  other 
than  (lockage  or  transportation  purposes.  In  some  cities,  for 
example,  the  water-way  is  used  as  a  drain  or  sewer  or  for  cool- 
ing purposes,  or  for  lilling-in,  thus  saving  hauling  and  dumping 
charges.  In  some  cities  water  front  property  is  used  only  for 
storage  or  railroad  switching,  it  having  no  more  profitable  use. 
In  manv  cities  it  lies  dormant  witlinut  anv  use  at  all.  Some  cities 
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have  a  large  amount  of  water  front  while  others  have  very  little. 
In  the  latter  case  the  demand  for  water  front  property  may  be 
great,  while  in  the  former  it  may  be  very  small.  Every  city, 
therefore,  requires  a  separate  study  for  determining  water  front 
values. 


CHAPTER  17 
APPRAISAL  OF  ACREAGE  AND  FARM  LANDS. 


Different  values  compared — Reconciling  acreage  values 
with  adjacent  lots  sales — Subdivided  land  vi^orth  more 
than  adjoining  raw  acreage — Appraisal  of  farm  lands — 
Rural    land    percentages. 


In  outlying-  districts,  it  frequently  is  necessary  to  compare 
acreage  values  of  unimproved  property  with  front  foot  values  of 
a  given  depth.  The  following  table  is  an  effort  to  transmute 
acreage  values  into  lot  values  of  an  assumed  depth  with  streets 
60  feet  wide  dedicated  for  the  public  use : 

ARCREAGE  AND  FRONT  FOOT  VALUES  COMPARED 


\'alue 

Depth 

Depth 

Depth     • 

Depth 

per 

of  Lot 

of  Lot 

of  Lot 

of  Lot 

foot 

100 

1.50 

200 

300 

S  2 

$      670 

$     557 

$     461 

$     340 

5 

1,675 

1,393 

1,153 

850 

10 

3.350 

2,786 

2,306 

1,700 

20 

6,700 

5,572 

4,612 

3.400 

30 

10,050 

8.3.58 

6,918 

5,100 

40 

13,400 

11.144 

9,224 

6,800 

50 

16,7.50 

13,930 

11,530 

8,500 

60 

20,100 

17,716 

13.836 

10,200 

70 

23,4.50 

19,.502 

16,142 

11.900 

80 

26,800 

22,288 

18.448 

13.600 

<:>o 

30.1.50 

25,074 

20.754 

15, .300 

100 

33, .SOO 

27,860 

23,0(i0 

17.000 

150       • 

.30.250 

41,7<)0 

34,590 

25.500 

200 

67.000 

55,720 

46.120 

34.000 

In  the  above  table,  for  example,  it  appears  that  a  lot  at  $10 
per  front  foot,  if  the  neighborhood  recjuires  or  is  suitalde  for 
lots  150  feet  in  depth  with  streets  60  feet  in  width  is  etpiivalcnt 
to  an  acreage  value  of  ^27X().     In  another  way.  if  such  an  acre 
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cost  $2786,  lots  would  have  to  bring-  $10  per  foot  front  to  meet 
bare  cost  of  the  raw  land.  Of  course,  no  one  does  business  at 
cost.  Costs  of  financing,  of  surveying,  advertising,  improving, 
selling,  and  overhead,  must  be  added  to  secure  the  finished 
product. 

The  public  seldom  appreciates  how  much  i)roperty  is  dedi- 
cated to  public  use  by  way  of  streets,  alleys  and  parks,  which,  in 
some  cities,  runs  as  high  as  26  per  cent.  A  good  perspective  of 
the  amount  of  public  and  other  utilized  area,  as  well  as  the 
amount  devoted  to  private  purposes,  viz.,  residential,  commercial 
and  industrial,  is  found  in  the  following  table,  which  appears 
as  an  appendix  to  "Elements  of  Land  Economics,"  by  Richard  T. 
Ely  and  Edward  W.  Morehouse,  published  by  The  McMillan 
Co.,  New  York. 

PER  CENT  OF  TOTAL  LAND  AREA  DEVOTED  TO  VAR- 
IOUS CLASSES  OF  USES  IN  16  CITIES— 1923 

[Publicly  Owned  Area —  [Privately  Owned  Area — 
Improved]  _  Improved] 
Streets  &  [Unim-  Resi-  Commer-  Indus- 
Alleys  Parks  Miscl.  Total  proved]  dential       cial  trial  Total 

Columbus,    Ohio    27.0          2.0  7.1  .36.1  3.3  32.9  12.1  15.6  60.6 

Davenport,    Iowa    14.5          3.7  .5  18.7  36.8  42.7            1.2  .6  44. S 

Detroit,    Mich 25.0         4.0  1.0  30.0  14.0  33.5           4.5  18.0  56.0 

Duluth.    Minn 26.9          5.0  1.0  32.9  64.1  1.8              .2  1.0  3.0 

Flint,    Mich 16.5          2.3  3.6  22.4  21.3  52.8              .5  3.0  56.3 

Knoxvilc,    Tenn 21.1            .9  .8  22.8  17.7  48.5            1.9  9.1  59.S 

Lvnchburg,    \'a 13.2          2.8  2.7  18.7  13.5  50.8  10.2  6.8  67.8 

Alinneapolis,    Minn.    ...    20.3        10.9  1.1  32.3  22.8  3(>.3            1.5  7.1  44.9 

**N<.rfolk,     Va 23.3          2.4  10.5  36.2  9.5  33.4            2.5  18.4  54.3 

San    Francisco,   Cal 22.3          6.2  6.6  35.1  26.7  32.7            3.3  2.2  38.2 

St.    Paul,    Minn 20.3          3.0  2.4  25.7  41.1  26.1            1.3  5.8  33.2 

Toledo,    Ohio     19.2          5.4  4.0  28.6  22.3  27.3            1.7  20.1  49.1 

Tulsa,     Okla 22.0          1.9  '  23.9  8.0  56.3            8.0  3.8  68.1 

Oak  Park,   111 32.5          1.4  .4  34.3  9.2  49.8            6.5  .2  56.5 

Portland,    Ore 20.8          2.7  1.6  25.1  18.7  42.1            5.6  8.5  56.2 

Salt  Lake  City,  Utah..    16.7         3.1  8.4  28.2  33.4  36.6             .5  1.3  38.4 

*Extensive  parks  and  other  public  lands  outside  of  city  limits. 
**Kxcluding  7,500  acres   recently   annexed   but  undeveloped  as   to   streets,   parks,   etc. 

A  most  difficult  matter  is  to  reconcile  acreage  values  with 
adjacent  lot  sales.  For  cxami^le,  acreage  may  be  offered  for 
sale  at  $2000  per  acre  while  neiglil)t)ring  lots  in  recently  created 
allotments  may  sell  at  prices  ecpiivalent  to  .1^5000  per  acre.  It 
is  argued  in  such  cases  that  an  assessment  of  $2000  ])er  acre 
favors  the  owner  as  against  t)wners  of  lots  assessed  on  a  much 
higher  basis  when  transmuted  into  acreage.  On  the  other  hand, 
if  the  assessment  of  acreage  is  adjusted  to  the  lot  values  and 
assessments,  the  acreage  will  be  assessed  at  a  higher  price  than 
it  seeks  a  market  for.     It  must  be  remembered  that  acreage  after 
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it  is  allotted,  involves  costs  for  surveying,  improvements,  financ- 
ing, advertising  and  other  overhead  charges  which  increases  the 
acreage  cost  probably  two  or  three-fold  according  to  the  extent 
of  the  development.  Complainants  rarely  appreciate  that  the 
subdivision  of  property  involves  dedication  to  the  pul)lic  and 
therefore  loss  to  the  owner  of  approximately  one-fourth  of  the 
original  acreage  for  street  purposes.  This  matter  is  well  pre- 
sented by  Laws(m  Purdy,  formerly  president  of  the  department 
of  taxes  and  assessments  for  the  City  of  New  York  as  follows : 

"Assessors  are  often  puzzled  iiy  the  problems  presented  by 
lot  developments  or  subdivisions,  as  they  are  sometimes  called. 
A  lot  developer,  when  able  to  market  the  lots  quickly,  must  ordi- 
narily get  about  three  times  his  purchase  price  in  order  to  re- 
cover his  money,  secure  fair  wages  for  his  labor,  and  some  inter- 
est on  his  capital.  If  the  sale  is  slow,  he  must  get  more  than  this 
in  order  to  come  out  even.  Sometimes  assessors  increase  the  as- 
sessed value  of  land  that  is  merely  marked  out  into  lots  by  a 
series  of  stakes  over  the  value  of  adjoining  land  not  so  marked 
for  subdivision.  If  other  conditions  are  the  same,  this  is  a  great 
mistake.  The  mere  marking  out  of  a  field  adds  nothing  to  its 
value.  It  is  highly  desirable  that  acreage  property  should  be 
assessed  just  as  much  as  land  intended  for  subdivision.  When 
the  developer  has,  at  his  own  expense,  laid  out  streets  and 
graded,  paved,  and  sewered  them,  the  lots  are  certainly  worth 
more  than  before,  provided  there  is  any  demand  for  the  lots ; 
but  the  addition  to  their  value  is  generally  no  more  than  the  cost 
of  these  physical  improvements.  The  developer  must  then  ad- 
vertise his  lots  for  sale,  and  issue  a  price  list  and  sell  them." 

When  assessors  find  a  subdivision  on  one  side  of  a  street  and 
unallotted  frontage  on  the  opposite  side,  the  latter  should  not  all 
be  assessed  as  acreage.  If  the  allotted  frontage  is.  for  example, 
200  feet  deep  on  such  street,  then  the  available  lots  on  such 
street  carved  out  of  the  acreage  should  receive  the  like  assess- 
ment and  value,  having  it  is  assumed  the  same  public  services 
and  advantages.  The  balance  of  the  acreage  can  then  be  as- 
sessed by  the  acre. 

APPRAISAL  OF  FARM  LANDS 
The  most  complex  and  involved  methods  have  1/eeti  devised 
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for  appraising  farm  lands,  especially  for  land  bank  loan  purposes. 
These  banks  under  the  law  are  recjuired  to  appraise  lands  on  an 
earning  basis.  It  is  therefore  natural  that  officials  connected 
therewith  should  have  devised  ingenius  tables  for  such  purposes. 
Such  tables,  of  course,  are  worthless  for  assessing  purposes 
which  involves  a  wholesale  job,  seeking  equity  and  uniformity  as 
between  owners.  For  the  expert  appraiser  such  data  is  likewise 
of  little  value  for  the  following  reasons:  1st,  The  earnings  in  any 
one  year  do  not  control  the  value  of  farms  or  other  lands.  2nd, 
The  average  earnings  of  a  number  of  years  fail  to  reflect  the 
speculative  value  or  what  property  actually  sells  for.  3rd,  It  fails 
to  appreciate  the  scientific  or  unscientific  development  of  the  soil. 
4th,  It  fails  to  appreciate  the  value  of  the  farm  as  a  home. 

Some  economists  who  have  given  little  or  no  thought  to  the 
problem  of  appraisal  of  land  are  inclined  to  assume  that  ap- 
praisals should  always  be  based  upon  land  income.  There  are 
three  difficulties  in  the  way  of  basing  the  appraisal,  for  instance, 
of  a  farm  upon  annual  net  income.  First,  the  current  net  income 
of  a  farm  cannot  be  obtained  with  any  sufficient  degree  of  accu- 
racy for  the  needs  of  appraisal  because  of  the  impossibility  of 
finding  a  value  for  such  items  as  the  produce  and  supplies  used 
by  the  family,  the  family's  use  of  the  house  and  vehicles,  the 
farm  operator's  labor  and  the  family's  own  labor  used  on  the 
farm.  It  is  true  that  all  of  these  are  valued  in  many  farm  sur- 
veys that  have  been  made.  But  the  methods  used  have  been  arbi- 
trary and  in  many  cases  based  upon  questionable  economics. 
For  example,  valuing  family  labor  at  what  it  would  cost  to  hire  a 
substitute  is  bad  economics.  If  farm-grown  supplies  are  to  be 
charged  to  farm  families  at  what  they  will  sell  for  at  the  farm, 
then  the  resulting  net  income  must  be  capitalized  at  a  rate  that 
prevails  at  the  farm. 

The  foremost  authority  on  land  ai)praisal  in  Europe,  Prof. 
Friedrich  Aereboe,  of  the  Berlin  Agricultural  College  (Hoch- 
schule),  who  has  written  a  book  on  the  subject  of  valuation  of 
agricultural  property,  says :  "The  so-called  valuation  according 
to  revenue  is  impracticable,  unscientific  and  indefensible." 

One  of  the  most  difficult  problems  in  appraising  farm  lands, 
after  agreeing  on  the  average  deduction  after  repairs,  deprecia- 
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tion,  insurance,  etc.,  is  that  of  the  proper  rate  of  capitalization. 
^Jlie  United  States  Department  of  Agriculture,  Bureau  of  Agri- 
cultural Economics,  in  a  study  made  in  March,  1925,  as  to  the 
taxation  of  farm  real  estate  in  Indiana  set  forth  the  net  earnings 
before  deducting"  taxes  of  three  classes  of  Indiana  property  as 
follows : 

Table  13.  Net  earnings,  before  deducting  taxes,  of  three 
classes  of  Indiana  property  as  found  in  the  survey  of  three 
counties. 


Rented 

R 

ented  City 

Year 

Farms 

Real  Estate 

Bank; 

1920 

3.2% 

4.5% 

8.6% 

1921 

8.7 

1922 

2^1 

4.2 

7.4 

1923 

4.4 

5.2 

7.9 

Average,  3 

yrs. 

1920, 

1922, 

1923 

3.8 

4.6 

8.0 

It  will  be  noted  from  the  above  table  that  tlie  per  cent  net 
earnings  of  rented  farms  in  1923  were  4.4  per  cent,  as  compared 
with  3.2  per  cent  in  1920.  These  percentages  are  based  on  the 
owner's  opinion  of  value  of  their  respective  properties,  and  shows 
that  a  rate  ZZYi  per  cent  higher  was  necessary  in  1923  than  in 
1920.  In  other  words,  if  6  per  cent  was  a  proper  rate  in  1920, 
8  per  cent  would  be  a  proper  rate  in  1923,  and  if  4  per  cent  was 
a  proper  rate  in  1920,  5  1/3  per  cent  would  have  been  proper  in 
1923.  The  fact  of  the  matter  is  that  farmers  do  not  sell  property 
on  a  theoretical  capitalization  of  net  earnings  and  hence  they 
cannot  thus  be  valued. 

Some  valuajtors  not  only  attempt  to  appraise  a  farm  on  its 
earning  power,  but  at  a  value  by  way  of  future  increment.  This, 
of  course,  is  not  appraising  but  guessing,  and  as  there  is  no  cer- 
tainty as  to  whether  farm  values  will  increase  or  decrease,  there 
must  be  a  wide  variation  in  these  guesses.  While  it  is  true  that 
land  values  are  not  based  on  this  year's  income  but  instead  upon 
anticipated  incomes,  nevertheless  sales  will  incorporate  this 
prospective  profit  or  loss  and  these,  therefore,  should  control. 

It  must  be  remembered  that  every  operated  farm  is,  first, 
a   manufacturing  institution,   having  its   raw   material,   material 
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in  process  and  manufactured  product,  its  tools  and  machinery, 
its  land,  building  and  equipment,  its  wear  and  tear,  its  replace- 
ments, depletion,  and  labor  problems  just  the  same  as  any  other 
manufacturing  plant  in  the  city.  Second,  the  farm  is  a  home. 
Third,  it  might  be  regarded  a  sanitorium  since  many  farmers 
impute  a  value  to  its  health  advantages  causing  prices  and  value 
to  inhere  wholly  unjustified  by  the  farm's  economic  advantages. 

There  is  but  one  way  to  appraise  farm  lands  and  that  is  by 
comparison  with  sales  in  the  neighborhood.  The  value  of  farm 
land  is  controlled  by  the  markets  of  the  world.  Thousands  of  in- 
dustrial and  farm  workers  are  continually  bidding  for  farm 
lands  and  thousands  of  farm  owners  are  seeking  bidders.  The 
relation  between  these  forces  of  supply  and  demand,  depend- 
ent on  industrial  and  farm  conditions,  cause  the  continual  ebb 
and  flow  of  these  forces.  There  are  a  thousand  reasons  for  find- 
ing more  value  in  a  farm  and  a  thousand  for  finding  less  value. 
If  the  student  of  farm  land  values  has  accumulated  a  sufficient 
number  of  sales,  if  conditions  as  to  soil,  transportation,  markets, 
etc.,  are  alike,  he  is  able  to  make  an  intelligent  appraisal  of  the 
land  in  question. 

A  recent  study  was  made  in  Minnesota  uf  the  effect  of  cer- 
tain factors  on  the  value  of  farm  land  which  may  be  of  interest 
to  appraisers  of  farm  pioperty.  Quoting  from  the  ^linnesota 
Technical  Bulletin  No.  9.  the  farms  which  were  sold  during  the 
four  year  period,  1916-1919  inclusive,  were  compared  as  to  their 
selling  prices  and  as  to  their  value  with  relation  to  certain  factors 
thereof  and  the  following  results  were  obtained  : 

"For  every  increase  of  a  dollar's  worth  of  buildings  per  acre, 
land  value  increased  $1.07  per  acre. 

"An  increase  of  one  point  in  the  'land  classification'  index 
increased  the  land  value  to  .SO. 7.^  ])er  acre. 

"An  increase  of  one  point  in  the  'soil  j)roducti\it\ '  index  in- 
creased land  value  $0.17  per  acre. 

"Land  upon  improved  state  roads  averaged  $21.92  more  per 
acre  than  land  upon  dirt  roads. 
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"Land  tributary  to  the  larger  towns  averaged  $12.82  more 
per  acre  than  land  tributary  to  the  smaller  towns. 

"For  a  farm  on  a  dirt  road  and  adjoining  a  smaller  town, 
each  mile  from  town  decreased  land  value  $3.42  per  acre." 

The  land  classification  index  was  calculated  on  the  basis  of 
the  amounts  of  land  of  different  grades  contained  in  the  farm. 
The  four  grades  used  were :  Woods  not  potentially  tillable ; 
woods  potentially  tillal)le ;  wild  hay  land ;  tillable  land.  These 
grades  were  given  a  weight  according  to  their  estimated  value 
significance.  The  soil  productivity  index  was  based  upon  the 
average  fields  of  the  principal  crops  grown  in  Blue  Earth  county. 

In  appraising  rural  lands,  when  one  has  arrived  at  a  gen- 
eral level  of  prices,  it  must  be  recognized  that  all  parts  of  the 
farm  are  not  of  equal  value,  that  shape  of  a  farm  makes  a  differ- 
ence, that  a  long  and  narrow  farm  has  less  value  than  a  farm 
fronting  largely  on  a  highAvay,  that  a  farm  fronting  on  a  road- 
way has  a  key  position  when  another  farm  in  another  ownership 
is  behind  it.  For  all  of  the  foregoing  reasons,  it  is  necessary  to 
evolve  some  standard  whereby  greater  emphasis  is  given  to  front 
acre  values  than  to  rear  acres.  That  such  differentiation  is  nec- 
essary is  evident  when  the  following  conditions  of  irregularity  of 
lot  lines  appear: 
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Diagram  25 

Having  in  mind  then  the  establishing  of  farm  values  in 
proper  relationship  to  the  whole,  the  appraiser  should  adopt  a 
standard  acre,  which  may  consist  of  33  \/3  feet  front  by  1300  feet 
deep.  The  prices  per  acre  on  the  outline  assessing  maps  then 
relate  to  a  standard.  When  a  farm  or  a  part  of  a  farm  is  of  less 
depth  than  1300  feet,  it  is  worth  the  following  percetitage  of  the 
whole : 
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RURAL  LAND  PERCENTAGES 

Standard  Acre 


Feet 
25 
50 
75 

100 
25 
50 
75 

200 
25 
50 
75 

300 
25 
50 
75 

400 
25 
50 
75 

500 
25 
50 
75 
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25 
50 
75 
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25 
50 
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25 

50 

75 
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50 
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25 

50 

75 
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25 

50 
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%  of  Unit 

5. 

8.8 
12.55 
16.25 
19.9 
23.5 
27.05 
30.51 
33.71 
36.71 
39.51 
42.13 
44.57 
46.83 
48.71 
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52.77 
54.67 
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58.37 
60.17 
61.91 
63.61 
65.26 
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68.47 
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71.53 
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86.07 
87.29 
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94.14 
95.16 
96.16 
97.14 
98.11 
99.06 
100.00 
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Reducing  the  above  scale  to  multiples  of  100  feet  produces 
tbe  follovvinsr: 


RURxA.L  PERCENTAGE  TABLE— EPITOMIZED 


Feet  100  Ft.  200  Ft.  400  Ft. 


100 
200 

16.25)  <v 
14.261  /^ 

300 
400 

11.62) 
8.721 

500 
600 

7.52) 
6.89  C 

700 
800 

6.27) 
5.59  i 

900 
1000 

5.22) 
4.951 

1100 
1200 

4.63) 
4.241 

1300 
1300 

(/?   Zone) 

3.84 
3  84 

Total 

. . .  100% 

30.511 

1^  %  50.85% 

24.34  J 

14.411 


11.86J 


20.26 


10.171 

!■  19.04 

8.87J 


The  above  scale  was  ci'eated  to  produce  the  followini;  aji- 
proximate  acre  values,  the  \alues  being  the  opinion  of  experts 
as  to  their  proper  relationshi]).  The  acreage  value  per  acre  is 
$450,  there  being  six  acres  and  the  acreage  value  by  /.one  as  in- 
dicated. 
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CHAPTER  18 
ADVANTAGES  OF  STANDARDIZED  ASSESSMENTS 


Shall  values  be  determined  on  a  uniform  or  a  particular 
basis? — Inconsistencies  in  appraising  corners — Highly  de- 
sirable that  uniform  method  of  appraising  be  established 
— Business  man's  greatest  asset  is  knowledge  that  he  and 
his  neighbors  are  being  treated  on  the  same  basis — 
Standardization  of  methods  very  desirable — Methods  in 
vogue  in  other  countries — Measures  that  will  induce  100 
percent  assessments— The  successful  appraiser  and  his 
work — An  asset  to  "be  on  the  square." 


An  important  question  confronting  every  pul)lic  appraiser  is 
whether  to  value  on  a  uniform  or  on  a  particular  basis.  The  ap- 
praiser may  seek  the  many  conflicting  evidences  of  value  of  land 
or  buildings,  and  adopt  some  safe,  sane,  conservative,  interme- 
diate value ;  or  he  may,  as  it  has  heretofore  usually  been  done,  ap- 
praise each  site  or  building  on-the  sales  price,  irrespective  of 
general  values.  He  may  note  the  sales  as  they  take  place  and 
adopt  the  price  as  his  appraisal.  This  latter  plan  involves  fric- 
tion, complaint,  dissatisfaction. 

Take  four  corners  of  a  particular  street  intersection,  all  of 
like  size  and  improvement  and  each  worth  $5000  on  a  certain 
date.  A  sells  in  April,  at  $7500,  B  sells  for  $10,000  in  May,  C 
refuses  to  sell  his  home,  D  sells  for  $12,000  in  June.  The  A  par- 
cel is  rented  at  a  10  per  cent  increase,  the  B  parcel  is  rented  at 
100  per  cent  increase,  C  retains  his  home  and  knows  nothing  of 
speculative  values  or  rentals  and  the  D  parcel  is  occupied  by  the 
new  owner.  These  parcels  may  be  appraised  on  their  cost  price, 
viz.,  $5000,  $7500,  $10,000  and  $12,000  respectively.  They  may 
be  assessed  on  their  income  or  potential  income  basis  at  $5,0(X) 
to  $12,000.  The  appraiser  may  encumber  the  records  with  such 
irreconcilable,  distorted,  incomparable  appraisements,  breeding- 
dissatisfaction,  complaint,  irritation  and  even  anarchy.  lie  may 
be  keeping  one  parcel  on  the  duplicate  at  $5000  which  may  not 
have  changed  hands  for  forty  years,  or  he  may  alter  his  assess- 
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nient  horn  $5000  to  $7500  to  $12,000  in  a  sini,dc  year  because  it 
has  chani:^ed  hands  at  such  fij^ures. 

On  the  other  hand,  he  may  appraise  the  land  at  its  present 
fair  selHns^  vahic  and  the  Iniilding  on  a  reproductive,  less  de- 
preciation, basis.  He  must  compromise  boom  buildinc:  and  land 
values  with  normal  values.  He  should  not  take  the  peak  value, 
nor  i^o  to  the  other  extreme  and  accept  the  low  value.  The 
former  would  do  injustice  to  the  owner,  while  the  latter  would 
work  an  injustice  to  the  state  in  the  loss  of  taxes. 

From  any  viewpoint,  it  is  therefore  highly  desirable  that 
some  uniform  method  of  establishing  values  be  adopted  and  that 
particularity  of  appraisement  be,  so  far  as  possible,  eliminated. 
No  greater  asset  accrues  to  the  appraiser  than  uniformity  in  ap- 
praisal. Nothing  so  discourages  complaint.  On  the  other  hand, 
from  the  standpoint  of  the  public,  nothing  so  stimulates  resent- 
ment, revolution  and  rebellion  as  a  feeling  of  discrimination  or 
favoritism  in  taxation. 

The  greatest  asset  of  merchant,  manufacturer  or  real  estate 
owner  is  his  sense  of  security  in  the  enjoyment  of  equality  of 
appraisement  with  his  neighbor.  His  greatest  burden  is  the  sus 
picion  that  others  are  getting  special  consideration.  Of  what 
avail  is  it  to  the  merchant,  for  example,  to  be  appraised  at  90 
per  cent  or  to  get  an  abatement  of  10  per  cent  when  his  compet- 
itor's is  appraised  at  80  per  cent  or  gets  20  per  cent  depreciation  ? 
Only  in  the  line  of  uniformity  lies  the  duty  of  the  appraiser.  For 
tax  purposes  it  matters  little  Avhether  all  property  is  appraised 
at  20,  50,  100  or  125  per  cent  of  its  true  value,  but  it  matters 
greatly  if  there  is  discrimination  or  even  suspicion  thereof.  The 
appraiser,  therefore,  has  an  extraordinary  opportunity  for  ren- 
dering highly  constructive  or  destructive  service  to  the  com- 
munity and  pul)lic  morals.  Wherever  possible  therefore,  the  as- 
sessor should  classify  and  standardize  real  estate,  treating  sim- 
ilar property  alike,  to  the  end  that  he  lose  discretion  as  to  the 
amount  of  individual  assessments,  and  that  the  taxpayer's  assess- 
ment become  merged  into  a  general  scheme  of  assessments. 
Much  of  the  confusion  of  value  is  caused  by  insufficient  stand- 
ardization. "When  it  is  borne  in  mind  that  the  value  of  a  square 
foot  of  a  lot  25  feet  deep  is  worth  almost  twice  the  value  of  a 
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square  foot  of  a  lot  100  feet  in  depth  and  almost  three  times  as 
valuable  as  the  square  foot  of  a  lot  200  feet  deep,  it  becomes  evi- 
dent that  square  foot  values  are  not  comparable  and  that  a  stand- 
ard of  depth  both  for  capital  value  and  rentals  is  absolutely  nec- 
essary." 

The  advantages  of  greater  standardization  are,  then,  that 
the  owner  learns  that  uniformity  of  methods  is  applied  and  in- 
dividual favoritism  is  impossible.  The  taxpayer  discovers  that 
things  are  conducted  "on  the  square."  It  produces  an  equaliza- 
tion which  is  impossible  of  attainment  after  an  assessment  is 
improperly  planned  and  completed.  Equalization  of  individual 
properties  takes  place  in  the  only  way  possible — before  the  as- 
sessment rather  than  after. 

No  great  and  lasting  improvement  in  assessing  conditions 
will  be  possible  so  long  as  an  assessor  stands  alone,  unsupported 
by  proper  administrative  conditions  or  the  pecuniary  interest  of 
the  taxpayer.  The  assessor  is  usually  required  to  assess  real  es- 
tate at  100  per  cent  of  its  value.  All  evidence  submitted  tends 
to  depress  values.  All  interests  seek  reductions,  abatements,  re- 
funders.  Not  even  has  he  in  most  cases  the  funds  to  hire  experts 
in  court  to  combat  other  experts  hired  by  taxpayers.  How,  then, 
since  values  are  opinion,  since  large  latitude  must  be  allowed 
in  a  general  re-appraisal,  since  values  for  the  last  few  years  have 
been  feverish  and  changeable — how  may  the  assessor  hold  as- 
sessments to  present  values — themselves  uncertain  and  ephem- 
eral. Each  taxpayer  should  be  required  to  list  his  real  estate 
as  he  is  required  to  list  his  personal  property.  There  should  be 
penalties,  of  course,  to  compel  his  listing  at  full  values. 

Such  a  method  of  assessing  real  estate  is  not  as  novel  as 
it  may  seem.  A  number  of  states  now  require  the  listing  of  real 
estate  but  fail  to  provide  the  necessary  penalties  to  secure  re- 
sults. Hon.  Charles  A.  Bonai)artc,  former  United  States  At- 
torney-General, as  far  back  as  1889,  in  an  address  delivered  be- 
fore the  Landlord's  Mutual  Protective  Association  of  Baltimore, 
advised  that  every  owner  of  real  property  annually  assess  such 
property  himself,  and  that  he  be  obliged  to  sell  it  at  the  price  he 
fixes  within  a  reasonable  time,  with  a  right  of  preemption  to  the 
state. 
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The  Commonwealth  of  Australia  has  taken  an  advanced  po- 
sition in  this  rc.^ard.  Land  is  there  listed  the  same  as  personal 
property  is  listed  in  Ohio.  If  the  commissioner  is  of  the  opinion 
that  the  owner  of  any  land  has  undervalued  the  unimproved  i*alue 
of  the  land  to  the  extent  of  -5  per  cent  or  more,  the  Governor- 
(ieneral  may  ac<|uirc  the  land  on  behalf  of  the  commonwealth 
for  the  same  estate  or  interest  therein  as  the  owner  was  entitled 
to.  The  proclamation  entitles  the  owner  to  compensation  there- 
for upon  the  basis  of  the  improved  value  obtained  by  adding-  the 
fair  \alue  of  improvements  to  the  unimproved  value  stated  in 
the  return,  tos^ether  with  the  amount  of  10  per  cent  upon  that 
improved  value,  by  way  of  an  allowance  for  compulsory  dispos- 
session. 

It  is  further  provided  under  the  Australian  law  that  any 
person  who  with  intent  to  defraud,  in  any  return,  understates 
the  unimproved  value  of  the  land  shall  l)e  .guilty  of  an  ofifense. 
The  penalt}-  is  fi\e  hundred  pounds  and  an  amount  ecpial  to  treble 
the  amount  of  the  taxes  which  would  have  been  e\aded  if  the 
value  stated  in  the  retuin  had  been  accepted  as  the  unimproved 
value  of  the  land  ;  or  forfeiture  of  the  land  undervalued  or  any 
part  thereof.  AVhere  the  value  stated  in  tlie  return  is  less  by 
2S  per  cent  or  more  than  the  value  found  by  the  jury,  the  value 
shall  be  presumed  in  the  absence  of  evidence  to  the  contrary,  to 
have  been  understated  with  intent  to  defraud. 

In  New  York,  the  income  tax  is  apportioned  to  the  taxing 
districts  of  the  state  on  the  basis  of  real  estate  assessments,  a 
splendid  method  of  creating-  public  sanction  for  full  real  estate 
assessments  wdiich  has  in  some  taxing  districts  worked  marvel- 
ous support  and  sanction  for  100  per  cent  assessments.  A  bond 
limit  law  based  on  ag'gregate  real  estate  duplicates  that  really 
limits  the  issue  of  bonds  and  makes  them  feel  the  pinch  has 
done  much  for  the  cause  of  vigorous  assessments.  Other  meas- 
ures might  be  suggested  to  induce  100  per  cent  assessments  of 
real  estate,  such  as  the  following : 

First :  The  taxpayer  should  not  be  entitled  to  recover  any 
greater  insurance  for  the  destruction  of  his  building  than  the 
value  at  which  it  is  assessed  and  the  balance  should  go  to  the 
state. 
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Second:  In  any  foreclosme.  suit,  after  payment  of  the  liens, 
the  owner  should  be  entitled  to  the  remainder,  only  up  to  the 
assessed  value  ;  the  balance  should  j^o  to  the  state. 

Third :  In  case  a  corporation  or  any  public  body  possess- 
ing the  right  of  eminent  domain,  appropriates  any  property,  the 
owner  should  not  be  entitled  to  recover  more  than  the  assessed 
value. 

Fourth  :  In  case  of  a  state  increment  tax,  such  as  the  fed- 
eral authorities  are  now  collecting,  it  might  be  provided  that 
the  tax  should  be  levied  on  the  difiference  between  the  sales  price 
and  the  assessed  value  in  the  year  of  purchase. 

If  constitutional  inhibitions  confirm  the  state's  impotency  to 
deal  with  this  situation  in  the  manner  suggested,  perhaps  some 
suitable  remedy  might  be  provided  to  take  effect  at  the  death  of 
the  owner.  The  right  of  succession  being  purely  statutory,  it 
might  have  a  wholesome  effect  if  the  state  at  the  death  of  the 
owner  might  acquire  the  property  at  the  appraised  value,  as 
assessed  for  the  general  property  tax.  All  of  this,  of  course, 
sounds  harsh  and  exceedingly  drastic.  Nevertheless,  there  is  a 
conflict  of  interest  between  state  and  individual.  The  state  must 
have  its  share  of  taxation,  and  must  distribute  the  burden 
equitably.  The  individual  desires  to  reduce  his  taxes,  so  as  to 
increase  the  capital  value  of  his  land.  It  is  to  the  real  interest 
of  the  taxpayer,  to  the  security  of  government  and  property  that 
the  administration  of  the  law  be  supported  not  only  by  lip  serv- 
ice but  also  by  laws  tending  to  strengthen  this  aim  for  full 
value  assessments. 

The  efficiency  and  thoroughness  of  an  assessor's  work  is 
measured  by  the  public's  appreciation  of  the  difficulties  and 
burdens  and  also  by  its  estimate  of  the  assessor's  qualifications. 
The  assessor  should  keep  his  work  an  open  book,  his  cards 
placed  on  the  table,  so  that  his  troubles  may  be  made  the  public's 
concern.  The  assessor  on  every  possible  occasion  should  indi- 
cate that  his  job  is  that  of  the  equalization  of  the  tax  burden. 
The  increase  in  the  tax  burden  should  not  be  his  object^  Indeed, 
if  he  will  become  an  advocate  for  reduction  of  expenditures, 
more  careful  budgeting,  less  waste  atid  more  efficiency  not  onlv 
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ill  other  departments  hut  ahsu  in  his  uwn,  he  will  find  a  sympa- 
thetic  ear. 

At  the  present  time,  the  count}'  assessor  is  frequentl}'  held 
responsible  for  the  hig-h  tax  burden.  Always  seeking-  more 
money,  the  tax-spending  authorities  dodge  the  responsibility  for 
increased  tax  bills.  They  will  whisper  in  the  ears  of  the  assessor 
for  an  increase  of  assessments,  how  badly  they  need  more  money, 
how  the  schools  will  have  to  close  and  children  sufifer,  how 
mothers'  pensions  will  cease,  how  firemen  and  police  will  be  laid 
oflf,  how  the  poorhouse  will  be  poorer — but  after  the  assessor 
has  done  his  duty,  he  alone  bears  the  responsibility.  The  tax 
spender  has  escaped.  He  never  justifies  tax  increases.  No  friend 
left  for  consultation,  for  sympathy,  for  support,  the  assessor 
alone  must  justify  the  increased  tax  burden,  where  he  should 
be  responsible  only  for  the  equality  of  his  assessments. 

It  is  a  big  asset  to  a  community  that  an  assessor  be  regarded 
"on  the  square."  To  that  end,  he  must  show  that  he  is  not 
devoting  his  energies  to  boosting  small  properties  while  sur- 
rendering to  the  larger  interests.  If  there  is  any  bending  over, 
it  must  be  to  get  the  big  fellows,  the  large  interests,  first.  The 
others  then  will  gladly  follow.  He  must  take  his  own  medicine 
in  taxing  his  own  property,  paying  rather  too  much  than  too 
little.  He  should  never  allow  a  closed  door  in  his  office.  He 
should  invite  the  assistance  of  civic  organizations  and  directors 
of  research  wherever  they  may  be  of  assistance.  He  should  give 
vent  to  his  ideas  upon  every  possible  occasion  to  the  newspapers. 
He  should,  as  far  as  possible,  run  the  ofiice  on  a  non-partisan 
basis.  Any  assessment  having  a  partisan  basis  or  flavor  must 
undermine  the  usefulness  of  the  county  assessor. 

CITY  AND  VILLAGE  ASSESSMENTS 

Before  starting  an  assessment  of  a  city  or  village  it  is  neces- 
sary to  assemble  an  organization  of  skilled  employees.  A  county 
assessor  should  have  a  nucleus  of  skilled  employees  who  thor- 
oughly understand  the  land  map  system  of  the  county.  He 
should  have  on  his  staff  at  least  one  realtor  and  one  builder,  or 
architect.  These  employees  may  expand  their  organization  to 
suit  the  varying  needs  of  occasional  assessments,  as  few  states 
or  counties  re-assess  every  year.     Indeed,  the  movement  of  real 
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estate  values  is  so  slow  that  any  re-assessment  short  of   four 
years  involves  a  great  and  unnecessary  waste  of  money. 

It  is  exceedingly  important  that  there  be  maps  showing  the 
name,  size  and  dimensions  of  each  ownership,  the  date  of  pur- 
chase, the  original  lot  number,  subdivision  and  sublot. 

In  addition  to  such  office  maps,  the  ownership  of  each  parcel 
should  be  alphabetically  arranged  as  to  each  taxing  district,  so 
that  any  person  may  discover  what  property  is  owned  by  any 
particular  person,  when  it  was  purchased,  who  the  neighboring 
owner  may  be  and  what  the  assessed  value  is.  This  information 
is  valuable  for  merchants,  realtors,  l)ankers  and  taxpayers  in 
general.  It  permits  easier  comparison  of  assessment  and  thus 
tends  towards  wider  criticism  and  discovery  of  errors  and  in- 
equalities. Cards  taken  from  the  alphabetical  list  should  be 
prepared,  giving  district,  original  lot,  sublot.  street,  number  of 
feet  or  acres.  The  cards  may  then  be  checked  to  white  prints 
of  the  detailed  maps  showing  the  final  unit  values  on  the  given 
streets.  After  establishing  the  land  and  Ijuilding  values,  they 
should  l)e  copied  on  cards  as  to  each  parcel  so  that  comparisons 
may  be  easily  made,  errors  may  l)e  more  easil\  discernible  and 
omissions  checked. 

The  successful  assessor  must  maintain  an  information 
bureau,  must  file  all  information  received  as  to  sales,  leases, 
mortgages,  private  appraisals,  newspaper  clippings  and  asking- 
prices,  these  should  be  filed  and  given  a  number  which  should  be 
entered  opposite  the  detail  maps,  so  that  the  assessor  on  looking 
at  the  maps  is  immediately  apprised  of  available  data  at  par- 
ticular points.  As  this  data  is  submitted,  the  estimated  value  of 
the  building  should  be  deducted  and  the  land  value  reduced  to  a 
standard  unit  foot  value,  giving  in  parallel  columns  the  present 
assessed  value  and  sales  or  lease  value  for  easy  comparison,  thus 
immediately  advising  the  assessor  of  the  adequacy  or  inadequacy 
of  his  assessment. 

Outline  maps  should  be  prepared  showing  no  individual  lot 
ownerships,  but  showing  blocks  and  street  intersections  and 
general  designations  only.  The  principal  benefit  to  be  derived 
from  such  a  map  is  that  when  the  unit  values  for  a  standard  lot 
1  foot  X  100  feet  deep  are  spread  out  on  n  map,  it  is  then  possible 
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to  intelligently  study  and  compare  the  relative  values.  Unit 
values  in  such  maps  mean  the  value  per  front  foot  100  feet  in 
depth  of  a  normal  or  inside  lot  not  within  100  feet  of  a  corner. 
These  would  not  be  drawn  to  a  scale  and  would  have  for  their 
purpose  the  informinj^'  of  the  taxpayer  as  to  the  location  of  his 
proper  street  block.  With  these  outline  maps,  which  may  be 
prepared  by  the  layman,  it  is  desirable  that  the  most  valuable 
property  be  first  appraised.  It  is  advisable  that  the  assessor  sub- 
mit copies  of  such  district  map  to  the  best  realtors  and  bank 
appraisers,  who  may  place  a  unit  value  within  the  appropriate 
street  lines  and  blocks.  If  such  realtor  is  not  accustomed  to  the 
unit  value  of  calculation,  he  may  fix  a  price  for  the  prevailing- 
depth  of  the  given  block  and  street.  In  such  case,  it  would  be 
necessary  for  the  county  assessor  to  reduce  the  given  figures  to 
a  unit  basis.  Having  these  reports  the  assessor  might  strike  an 
average  to  secure  a  composite  opinion  and  then  accept  the  same 
or  add  or  deduct  as  he  may  see  fit.  Such  result  should  be  given 
the  widest  newspaper  publicity  as  a  tentative  appraisal,  subject 
to  a  general  taxpayers'  hearing  at  a  fixed  date.  If  possible,  the 
maps  of  the  more  important  districts  should  be  printed  in  the 
daily  newspaper  of  largest  circulation.  After  the  units  on  the 
most  valuable  districts  have  been  fixed,  other  contiguous  dis- 
tricts should  be  handled  in  the  same  manner,  and  a  hearing  held 
as  to  each  district  on  a  particular  day. 

In  addition  to  newspaper  publicity,  maps  of  the  dififerent 
districts  should  be  printed  with  unit  values  and  distributed  to 
each  grocer,  druggist,  barber,  merchant,  manufacturer  and 
householder.  Appropriate  tables  should  also  be  printed  instruct- 
ing the  taxpayer  how  to  calculate  his  tax  valuation  from  the 
units  submitted  and  with  the  further  directions  that  complaints 
be  forthwith  submitted. 

As  to  adjacent  villages  near  large  cities,  it  is  customary  to 
allow  the  municipal  council  and  school  board  members  to  select 
an  honorary  committee  of  three  who  function  as  a  Board  of 
Assessors  and  Board  of  Complaints.  This  board,  composed 
generally  of  men  who  would  scofif  at  public  oflice  and  who  func- 
tion without  compensation,  appoints  an  ai)praiser  who  becomes 
a  deputy  county  assessor.  After  rcceivirig  ap])ropriate  maps  and 
dcscri])tions,  he  takes  his  instructions  from  the  county  assessor. 
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It  is  necessary  before  he  proceeds  that  he  get  outline  maps 
showing  the  average  vakies  for  a  standard  farm  lot  of  a  given 
frontage  and  depth  with  normal,  topographical,  geological  and 
fertility  conditions  in  adjacent  taxing  districts,  to  the  end  that 
there  ma}'  be  correspondence  as  far  as  possible  of  his  proposed 
assessments  with  adjacent  city,  village  or  township  assessments. 
After  an  appraisal,  each  owner  is  notified  of  his  or  her  appraised 
value  with  a  request  that  complaints  be  filed  with  the  local  Board 
of  Assessors,  which  then  functions  as  a  Board  of  Complaints, 
and  later  submits  corrected  listings  for  the  assessor's  acceptance 
or  modification. 

Village  property  frequently  dcjiends  so  much  en  topograph- 
ical and  soil  conditions  that  it  will  be  advantageous  to  leave 
assessments  as  largely  as  possible  to  local  authoritites  enjoying 
the  fullest  respect  of  the  community.  Onl\  in  this  way  will  real 
estate  assessments  become  popularized.  At  the  same  time,  to 
insure  as  great  a  uniformity  as  possible,  it  is  advisable  that  the 
local  deputy  assessor  appointed  in  the  manner  indicated  should 
seek  to  secure  the  fullest  information  as  to  neighboring  condi- 
tions, land  and  building  factors,  which  the  county  assessor  alone 
can  impart. 

In  Cleveland  in  I'^IO,  without  previous  organization  and 
with  but  six  months  in  which  to  appraise,  assessments,  except 
as  to  more  valuable  retail  business  districts  and  main  arteries, 
were  initiated  by  civic,  business  and  improvement  associations. 
Everywhere  the  assessing  board  sought  to  use  these  organiza- 
tions and  to  inculcate  the  idea  that  a  g^ood  taxation  system 
required  a  high  degree  of  civic  duty,  personal  sacrifice  and 
moral  integrity  on  the  part  of  the  taxpayers.  With  the  main 
arteries  and  valuable  properties  fixed  at  100  per  cent,  the  asses- 
sors figuratively  had  many  friends  in  court  to  insist  on  full 
values  for  other  property.  In  1917,  with  but  a  few  months  avail- 
able for  the  purpose,  the  land  values  of  Cleveland  Avere  again 
fixed  by  what  was  known  as  a  "Community  Assessment.''  While 
the  assessments  were  all  initiated  by  the  county  auditor,  the 
equalization  was  eflfected  through  community  meetings,  gener- 
ally at  public  school  auditoriums,  after  distribution  of  proposed 
unit  value  maps.  These  meetings  were  attended  in  some  cases 
by  over  a  thousand  taxpayers.    With  the  tables  submitted,  prop- 
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erty  owners  were  able  to  figure  their  own  assessment  in  ninety- 
nine  cases  out  of  a  hundred.  Objection  has  been  raised  that  pro- 
perty owners  are  not  conversant  with  values.  This,  of  course,  is 
largely  true  as  to  business  property,  but  it  is  surprising  within 
what  narrow  limits  residential  property  sells.  In  1910,  three- 
quarters  of  the  improved  residential  streets  were  valued  at  be- 
tween $20  and  $30  per  foot,  while  the  unimproved  lots  were 
selling  at  from  $10  to  $20.  The  improved  streets  in  1923  are 
worth  from  $30  to  $60,  perhaps  largely  due  to  the  lower  value 
of  the  dollar  and  particularly  due  to  the  increased  cost  of  street 
improvements. 

Where  the  assessing  authorities  have  the  necessary  time  it 
is  advisable  that  they  initiate  the  assessment  in  cities  and  large 
villages  as  heretofore  suggested.  In  small  villages  and  town- 
ships especially  where  there  is  little  uniformity  of  lot  areas,  to- 
pography or  soil,  leave  the  work,  at  least  the  judicial  part,  to  an 
assessor  of  local  selection.  Confidence  in  the  assessor  is  the  sine 
quo  non  in  these  matters.  The  preparation  of  maps,  the  detail 
of  calculation  and  the  final  determination  of  the  equality  of  the 
assessment  must  remain  the  duty  and  responsibility  of  the  county 
assessor. 

In  the  matter  of  complaints,  the  assessor  should  require  full 
and  candid  information  from  the  complainant  before  taking  any 
action  thereon.  (See  addenda  for  a  copy  of  the  complaint  blank 
used  in  Cuyahoga  county,  Ohio.)  The  burden  of  proof  is  on  the 
complainant.  A  mere  complaint  that  particular  property  is  over- 
assessed  without  affidavit  as  to  supporting  facts  should  never  be 
considered.  The  complainant  should  state  the  cost,  the  date  of 
purchase,  the  date  and  amount  and  holder  of  the  mortgage,  the 
insurance  carried,  what  the  owner  is  willing  to  sell  for;  if  a  cor- 
poration— what  the  property  is  carried  on  the  company's  books 
for,  etc.  If  complainant  says  he  is  willing  to  sell  for  less  than 
the  assessment,  an  option  running  to  a  third  party,  preferably  a 
real  estate  board,  for  a  reasonable  time  should  be  required,  thus 
testing  the  credibility  of  complainant's  statements.  In  our  ex- 
perience— not  in  one  out  of  twenty  cases  will  an  option  come. 
The  data  should  as  far  as  possible  be  sworn  to  by  the  owner,  not 
by  a  paid  agent.  A  copy  of  the  form  used  in  Cuyahoga  County 
is  found  in  the  appendix. 
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Complaints  are  best  ironed  out  by  giving  the  owner  a  per- 
sonal hearing-,  by  submitting  the  detailed  maps  showing  his  as- 
sessment and  his  neighbor's  on  his  street  and  on  neighboring 
streets.  This  will  indicate  the  impossibility  of  changing  his  land 
assessment  without  changing  all.  In  asking  him  for  advice  and 
direction,  the  taxpayer  will  arrive  at  an  impasse.  Invariably  the 
taxpayer  leaves  the  office  satisfied  that  he  had  his  day  in  court, 
that  the  assessor's  job  is  no  joke,  that  his  own  assessment  is 
fair  and  can't  be  changed,  and  perhaps  that  the  assessor  is  a 
good  fellow. 

When  buildings  do  not  permit  of  standardization,  assessors 
should  use  their  assessing  powers  to  secure  cost  data,  instead  of 
the  cumbersome,  irritating  and  delaying  method  of  subpoenaing 
with  books.  Notice  of  an  assessment,  purposely  over-appraised, 
will  bring  the  taxpayer  in  more  quickly  with  an  affidavit  of 
cost  than  a  subpoena.  A  reduction  to  reasonable  limits  will  do 
no  injustice  to  the  state  and  incidentally  will  make  the  assessor 
a  "regular  fellow."  Assessing  is  frequently  countered  with  bluff 
by  the  taxpayer.  The  assessor  should  accept  the  challenge  and 
give  as  well  as  take.  In  this  way  the  assessor  may  become  the 
best  informed  judge  of  changing  building  values  in  the  country, 
equipped  to  combat  frivolous  statements  of  value  and  erroneous 
statements  of  costs  by  interested  taxpayers  and  frequently  by 
well-paid  experts. 


CHAPTER  19 
SPECIAL  ASSESSMENT  METHODS 


Problem  of  assessing  for  special  improvements  a  puzzling 
one — How  some  cities  assess  by  special  districts,  accord- 
ing to  benefits  bestowed — A  comprehensive  system,  and 
how  it  works — How  corner  lots  are  considered  in  such 
appraisals — A  typical  assessment  and  how  it  is  arrived  at. 


With  the  enormous  annually  increasing  tax  burden,  more 
and  more  demand  is  arising  for  the  assessment  of  property  for 
special  improvements  according  to  benefits  conferred  rather  than 
to  be  paid  out  of  the  general  fund  raised  by  general  taxation. 
For  example,  the  creation  and  maintenance  of  parks  are  financed 
in  the  City  of  St.  Louis  by  special  assessment  within  definite 
park  districts.  The  City  of  Cleveland  now  installs  white  way 
lighting  systems,  the  cost  of  which  is  assessed  upon  the  property 
benefitted  thereby.  Some  cities  levy  special  assessments  for  out- 
lying bridges.  Special  assessments  are  also  being  used  for  financ- 
ing irrigation,  drainage,  excess  condemnation,  repa\ing,  and 
rapid  transit,  as  well  as  water,  sewers,  sidewalks,  paving  and 
grading  improvements.  In  some  cities  special  assessments  are 
being  levied  for  such  novel  purposes  as  tarring  of  roads,  cleaning, 
repairing  and  sprinkling  of  streets,  planting  of  trees,  street  light- 
ing, ash  and  garbage  collections,  etc. 

With  the  increasing  use  of  this  form  of  taxation  arises  a 
demand  for  more  equitable  and  scientific  methods  of  assess- 
ments. While  lots  of  a  rather  uniform  depth  in  cities  permit  of 
an  assessment  on  the  frontage  basis  without  doing  any  great  in- 
justice, in  smaller  communities  where  village  lots  adjoin  farm 
tracts,  where  areas  and  depths  vary,  5,  10,  15  and  e\cn.20  to  1. 
where  benefits  may  be  direct  as  to  some  properties  and  indirect 
as  to  others,  such  assessment  methods  work  great  injury,  dis- 
crimination and  injustice.  In  cities,  when  an  improvement  such 
as  paving,  sewer,  water  etc..  is  projected,  adjacent  streets  are 
probably  to  a  large  extent  already  so  served.  In  townships  and 
villages  such  im])ro\'cments  are  in  their  infancy,     rrojccted  ini 
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provements  in  such  communities  reflect  their  prospective  value 
as  to  properties  on  other  main  paved  streets. 

R.  F.  McDowell,  Sanitary  Engineer  of  Cuyahoga  County 
(Cleveland)  has  instituted  one  of  the  most  comprehensive,  scien- 
tific methods  of  assessment  now  in  use.  Describing  the  admin- 
istration of  sanitary  sewer  assessment,  he  says : 

The  Ohio  sewer  district  law  specifies  that  the  assessments 
for  improvements  constructed  thereunder  shall  be  levied  upon 
all  property  in  the  district  proportionately  and  in  accordance 
with  the  special  benefit  conferred.  The  law  does  not  specifically 
provide  that  the  assessment  be  levied  by  area,  frontage,  valua- 
tion or  any  other  particular  manner.  However,  it  is  clear  that 
some  method  must  be  found  to  measure  the  benefit  which  ac- 
crues to  the  lots  and  lands  to  be  assessed,  part  of  which  is  allotted 
and  partially  built  up,  and  the  balance  undeveloped  farm  land. 

Many  improvements,  as  the  larger  water  mains  and  trunk 
sewers,  will  of  necessity  be  for  the  general  welfare  of  a  large 
area  and  should  be  so  assessed.  Though  these  mains  give  to  the 
abutting  properties  a  distinct  and  special  immediate  benefit,  such 
properties  cannot  be  expected  to  pay  the  entire  cost  of  the  im- 
provement. It  then  becomes  necessary  to  assess  the  equivalent 
cost  of  a  local  improvement  upon  the  abutting  property  and  to 
spread  the  balance  or  excess  cost  over  all  of  the  benefited  prop- 
erty, including  that  assessed  for  the  local  cost. 

The  foot  frontage  method  is  w'ithout  doubt  the  most  favored 
plan  of  local  assessment,  especially  in  cities,  and  while  it  does 
not  entirely  conform  to  the  principles  of  benefits  conferred,  it  is 
capable  of  adjustments  to  correct  many  of  its  faults. 

When  frontage  is  to  be  made  the  basis  of  the  assessment, 
there  should  first  be  determined  the  amount  of  such  frontage  to 
receive  a  benefit;  also  w^hether  such  frontage  received  full  or 
partial  benefit.  By  partial  benefit  is  meant  the  frontage  which, 
though  receiving  some  benefit,  does  not  receive  the  full  benefit 
accruing  to  other  parcels  in  its  vicinit)-.  A  lot  may  be  so  shaped 
as  to  have  much  frontage  but  little  area  for  building  purposes. 
For  example,  we  may  have  a  lot  shaped  very  much  like  a  half 
moon  and  having  street  frontage  on  all  three  sides.     An  assess- 
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ment  at  a  universal  standard  rate  per  foot  on  such  a  lot  would 
be  practically  confiscatory  and  diametrically  opposed  to  the 
principle  of  assessment  by  benefits  conferred.  Conditions  of  this 
kind  will  be  found  in  varying  degrees  with  more  or  less  regular- 
ity and  it  is  therefore  necessary  to  formulate  a  scheme  of  tem- 
pering and  adjusting  the  frontage  method  of  assessment  so  as  to 
insure  a  fair  and  equitable  distribution  of  costs.  The  foot  front- 
age method,  however,  can,  with  a  few  modifications,  be  used 
alone  for  the  local  assessment.  It  has  the  advantage  of  being  com- 
paratively well  understood  by  the  public  and  for  that  reason  is 
less  likely  to  draw  criticism.  The  depth  should  be  considered 
along  with  the  frontage,  since  a  shallow  lot  has  little  capacity 
for  buildings,  yet  an  extremely  deep  lot  will  probably  receive 
but  very  little  more  benefit  than  one  of  moderate  depth,  since 
it  is  unlikely  that  it  will  be  as  intensively  used  as  the  latter. 

It  is  therefore  reasonable  to  assume  that  the  benefit  to  prop- 
erty increases  with  diminishing  rapidity  as  the  depth  of  the  lot 
increases,  up  to  the  point  of  maximum  local  benefit.  It  can  be 
readily  seen  that  the  benefit  is  not  directly  proportional  to  the 
depth  of  the  lot,  and  is  found  to  be  best  expressed  as  a  curve, 
approximately  a  parabola  in  shape.  For  sanitary  sewers  and 
water  mains  we  have  established  a  depth  of  100  feet  as  the  point 
Avhere  such  local  benefit  ceases,  so  that  property  with  a  depth 
of  100  feet  or  more  is  assessed  alike  as  to  frontage. 

To  illustrate :  each  foot  of  frontage  having  a  depth  of  100, 
120  or  150  feet  is  assessed  as  one  frontage  unit,  while  each  foot 
of  frontage  having  a  depth  of  75  feet  is  assessed  as  being  0.88 
of  one  frontage  unit.  At  a  depth  of  50  feet  the  value  of  a  foot 
of  frontage  becomes  0.725,  and  at  25  feet,  0.475  of  a  frontage 
unit. 

CORNER  LOTS 

A  rectangular  corner  lot,  if  over  100  feet  in  depth,  will  thus 
be  assessed  twice  at  such  time  as  improvements  are  installed  in 
both  streets,  the  secondary  street  being  assessed  for  the  amount 
of  frontage  on  such  street  in  excess  of  100  feet,  computed  by 
the  preceding  rule  which  allows  for  a  reduction  because  of  shal- 
lowness (depth). 
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For  example,  a  corner  lot  having  a  frontage  of  40  feet  on 
street  "A"  and  150  feet  on  street  "B"  will  be  assessed  for  40 
frontage  units  on  street  "A"  since  the  depth  of  that  frontage 
exceeds  100  feet.  The  frontage  on  street  "B",  the  side  street, 
will  then  be  assessed  for  50  feet,  being  150  feet  (the  total  depth) 
minus  100  feet  (the  amount  of  exemption).  This  assessed  front- 
age of  fifty  feet  will  have  a  depth  of  40  feet  which  gives  a  value 
of  64  per  cent.  Sixty-four  per  cent  of  50  feet  gives  32,  the  num- 
ber of  frontage  units  to  be  charged  against  the  corner  lot  for 
street  "B." 

Many  sewer  and  water  main  extensions  or  improvements 
give  an  immediate  local  service  and  benefit  to  both  developed 
and  undeveloped  lands.  Those  lands  now  allotted  have  nu- 
merous street  openings,  while  the  undeveloped  lands  do  not. 
Some  distinction  must  be  made,  therefore,  to  prevent  an  unduly 
heavy  portion  of  the  costs  being  borne  by  the  undeveloped  prop- 
erty. If  these  future  street  openings  are  anticipated  and  de- 
ducted from  the  total  frontage,  an  equality  of  assessment  is  se- 
cured for  both  farms  and  allotted  lands,  and  the  number  of  front- 
age units  secured  is  thus  computed  on  the  same  basis  over  all 
the  property  assessed.  That  part  of  the  total  cost  which  is  com- 
puted to  be  equivalent  to  the  cost  of  a  local  improvement  can 
then  be  divided  by  the  total  number  of  units  benefited  and  a  rate 
thus  derived  for  use  in  computing  the  individual  local  assess- 
ment. 

DISTRICT  ASSESSMENT 

The  balance  obtained  after  deducting  the  local  from  the  total 
cost  of  the  improvement  must  be  considered  as  a  district  cost 
and  benefit,  and  should  be  spread  over  the  property  in  the  dis- 
trict in  an  equitable  manner. 

The  limits  of  the  assessment  area  having  been  previously 
determined,  it  is  only  necessary  to  distribute  this  amount,  as 
stated  in  the  sewer  district  law,  as  nearly  as  may  be  in  proportion 
to  the  special  benefits  conferred. 

That  property  which  is  located  at  the  extreme  limits  of  the 
assessment  area  will  be  much  less  benefited  than  the  property 
in  the  immediate  neighborhood  of  the  improvement  because  uf 
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the  time  which  must  elapse  before  extensions  can  be  made  and 
because  of  the  future  costs  of  these  extensions  which  the  outly- 
ing property  will  be  expected  to  pay.  A  district  assessment  of 
this  kind  should  be  so  apportioned  that  when  like  improvements 
have  been  installed  throughout  the  assessment  area,  each  parcel 
of  a  standard  size  shall  have  paid  the  same  total,  as  of  the  date 
when  such  future  improvements  are  provided.  This  may  be  done 
by  dividing  the  territory  into  zones  or  sub-districts,  each  of 
which  will  be  expected  to  bear  alone  the  cost  of  some  certain 
extension  of  the  system,  and  estimating  the  date  at  which  such 
extension  will  be  necessary.  A  rate  of  assessment  can  then  be 
secured  for  each  of  such  zones  or  sub-districts  which  will  give 
approximately  the  desired  results. 

That  section  of  the  territory  which  abuts  upon  the  improve- 
ment and  is  charged  for  the  local  cost,  should  also  receive  the 
highest  rate  of  district  assessment  because  no  future  time  ele- 
ment is  to  be  considered,  and  no  future  costs  need  be  borne.  The 
property  next  adjacent  will  usually  be  next  in  point  of  time  to 
receive  extensions,  and  probably  at  less  future  excess  cost  than 
zones  farther  away.  This  scheme  of  creating  zones  or  sub-dis- 
tricts may  be  extended  as  far  as  is  deemed  practicable. 

The  plan  of  basing  the  district  assessment  entirely  upon  the 
area  of  the  property  has  many  advantages,  the  chief  one  of  which 
is  its  stability.  Reassessments  and  future  extensions  can  be  made 
without  difficulty  since  the  area  is  not  subject  to  change  as  are 
some  other  factors. 

However,  in  order  to  prevent  the  farm  lands  from  bearing 
an  unduly  heavy  portion  of  the  assessment,  it  has  been  found 
necessary  to  reduce  this  superficial  area  of  the  farms  by  20  per 
cent  to  allow  for  future  streets.  The  farms  and  allotted  areas 
are  thus  brought  to  a  common  basis  designated   as  area  units. 

After  having  determined  the  number  and  the  limits  of  the 
various  area  zones,  it  is  necessary  to  estimate  or  compute  the 
future  excess  costs  of  like  improvements  per  area  unit  for  each 
separate  zone.  The  proportional  benefit  to  be  charged  against 
the  zone  can  then  be  determined  by  comparison  with  the  total 
excess  cost  per  area  unit  as  determined  tn  be  tlu-  a\erage  o\er 
the  entire  district. 
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By  so  doing  each  zone  is  charged  with  having  received  from 
the  present  improvement  a  certain  percentage  of  the  total  excess 
cost  which  it  will  at  some  time  be  expected  to  pay.  The  probable 
length  of  time  to  elapse  before  full  use  is  made  of  the  improve- 
ment must  be  estimated  and  the  present  worth  of  one  dollar  at 
such  future  time  computed  on  that  basis  for  each  separate  zone. 

By  multiplying  together  for  each  zone  the  factor  represent- 
ing its  proportional  benefit,  the  present  worth  of  the  improve- 
ment and  the  number  of  area  units  benefited,  a  representative 
factor  is  secured  which  gives  the  proportionate  part  of  the  excess 
cost  which  each  of  such  zones  or  sub-districts  should  bear.  The 
total  amount  in  dollars  so  charged  against  a  zone,  when  divided 
by  the  total  number  of  area  units  therein,  gives  the  rate  per  unit 
for  use  in  computation  of  the  individual  assessments. 

A  typical  assessment  for  a  water  main  in  a  country  district 
was  spread  as  follows : 

Local  Assessment 

28,063.23  Frontage  Units  (g  $2.60  each  $72,964.40 

District  Assessment 

Zone  1—  86.594  Area  Units  @  $60.00  each  5,195.64 

Zone  2—984.568  Area  Units  @    20.00  each  19,691.36 

Zone  3—469.925  Are  Units  @     10.10  each  4,746.24 


Total  District  Assessment  29,633.24 

Total  Local  Assessment  72,961.40 

Grand  Total  Assessment  $102,597.64 

The  stupendous  increase  of  expenditures  in  recent  years  has 
caused  public  authorities  to  seek  additional  ways  and  means  for 
securing  improvements  without  invading  the  public  exchequer. 
In  consequence,  many  improvements,  formerly  financed  at  public 
cost,  are  now  financed  by  special  assessments,  resulting  in  many 
cases,  in  assessment  charges  equal  or  in  excess  of  the  value  of 
the  property.  While  the  constittition  or  laws  of  some  states 
limit  the  extent  to  which  such  method  of  financing  may  be  em- 
ployed, others  do  not.  The  question  then  arises,  may  taxing 
authorities  impose  taxes  in  excess  of  the  value  of  the  property. 
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The  supreme  court  of  Illinois  in  Village  of  Milan  v.  Looby,  de- 
cided April  23,  1926,  151  N.  E.  501,  reiterates  the  rule  that  the 
extent  of  special  assessments  for  a  public  improvement  must  be 
limited  to  the  benefits  accruing  therefrom  to  the  property  taxed. 
In  this  case  the  court  on  appeal,  reversed  a  confirmation  of  a  spe- 
cial assessment  upon  the  ground  that  it  did  not  plainly  appear 
that  the  lands  taxed  would  be  benefited  to  the  full  amount  of  the 
assessment. 

A  similar  question  arose  in  Engstrom  v.  Wichita,  in  the  su- 
preme court  of  Kansas.  In  this  case  the  court  enjoined  an  as- 
sessment against  the  petitioner's  remaining  property  of  the  full 
value  of  a  certain  part  of  his  lands  taken  for  a  street  improve- 
ment, on  the  ground  that  it  was  prima  facie  confiscatory.  While 
the  facts  in  this  latter  case  closely  resemble  those  of  Norwood  v. 
Baker  (172  U.  S.  69)  the  decision  falls  within  the  principles  of 
French  v.  Barber  Asphalt  Co.  (181  U.  S.  324)  and  other  later 
federal  cases  which  modified  the  rule  laid  down  on  Norwood  v. 
Baker,  Milan  v.  Looby,  however,  would  seem  to  follow  Nor- 
wood V.  Baker  in  holding  that  the  question  of  benefits  is  a  ques- 
tion of  fact  and  always  open  to  judicial  review.  It  may  be  noted 
that  the  courts  of  Indiana  also  refuse  to  accept  the  legislative 
declaration  of  benefits  as  final  and  reject  the  present  federal 
review  of  the  relation  of  the  tax  to  benefits  only  in  case  of  appar- 
ent confiscation.    (Harmon  v.  Bolley,  187  Ind.  511 ;  120  U.  S.  33). 

SPECIAL  IMPROVEMENTS  COSTS 

It  is  frequently  necessary  to  have  a  knowledge  of  special 
street  improvements  to  compare  lot  values  which  may  be  im- 
proved or  unimproved. 

The  following  are  figures  pertaining  to  costs  of  street  im- 
provements as  furnished  by  the  engineering  department  of  the 
City  of  Cleveland  for  the  year  1927: 

Cost  Payable  in 

Per  Ft.  Installments 

Paving  (brick)    $9.75  5 

Sewer    4.00  5 

Water    2.25  3 

Sidewalks  (cement)   1.70  1 
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Sewer  connections   1.00  1 

Water  connections .62  1 

Total    $19.32 

The  above  paving  price  of  $9.75  is  for  Ijrick  pavement  with  a 
roadway  28  feet  wide.  This  price  includes  the  cost  of  grading^ 
and  curbing.  The  price  indicated  for  paving  as  well  as  each  of 
the  other  items  covers  the  interest  charge  for  the  duration  of  the 
bond.  In  other  words,  these  prices  are  the  prices  charged  to  the 
property  owner  and  are  not  the  cost  to  the  municipality.  As- 
phalt and  bitulithic  concrete  will  be  found  to  cost  somewhat  less, 
depending  on  the  thickness  of  the  concrete  base  while  heavy 
block  stone  pavements  will  probably  cost  50  per  cent  more. 

The  cost  per  lineal  foot  for  paving  vary,  depending  upon  the 
width  of  the  street,  character  of  soil  and  other  conditions.  An 
average  roadway  is  28  feet,  resulting  in  an  average  charge  of 
$9.75  per  front  foot.  It  costs  27c  per  square  foot  for  sidewalk. 
The  average  sidewalk  is  6  feet  wide,  which  would  involve  a  cost 
of  $1.62  per  lineal  foot  if  paid  direct  to  the  city.  When  collected 
by  the  assessor  a  5  per  cent  penalty  is  added,  making  the  cost 
per  lineal  foot  $1.70.  The  sewer  connection  is  based  on  a  cost 
basis  of  time  employed  and  material  used.  Accordingly,  these 
costs  vary,  depending  upon  the  difificulties  encountered  in  dig- 
ging a  sewer.  For  instance,  a  sewer  installed  through  shale  or 
rock  would  be  much  more  expensive  than  sand  or  gravel.  The 
average  cost  for  each  sewer  connection  installed  is  $40.  The 
water  connection  is  based  on  a  flat  charge  of  $25  for  each  con- 
nection. If  each  sewer  connection  cost  $40  and  each  water  con- 
nection $25,  assuming  the  lot  to  be  40  feet  front,  the  cost  would 
be  per  foot  $1  and  $0.62  respectively. 

The  charge  of  $4  per  foot  for  sewer  might  be  inadequate 
where  a  double  system,  storm  and  sanitary,  is  emplo\ed,  in 
which  case  a  cost  of  $6  or  $7  would  be  more  correct.  Under  such 
circumstances  a  deeper  and  wider  trench  is  necessary.  In  some 
cases  quicksand  or  rock  conditions  increase  the  cost  still  more. 

The  above  charges  for  improvements  would  result  in  an 
average  cost  of  about  $20  per  foot   front,  depending  on   topo- 
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graphical  and  soil  conditions,  duration  of  payment,  on  honesty 
of  administration,  efficiency  of  labor,  etc. 

Assuming  that  $3000  is  a  minimum  value  for  residential 
acreage  available  for  subdivision  purposes  in  the  larger  cities, 
lots  40  X  150  feet  in  size  with  a  fifty  foot  street  should  represent 
a  raw  land  cost  of  $12  per  foot  front  without  any  allowance  for 
developing  or  financing  the  allotment.  In  other  words,  the  im- 
provement cost  of  $30  plus  the  raw  land  cost  of  $12,  makes  $42 
per  foot  front  the  minimum  cost  and  value  of  improved  city 
property.  This  is  believed  to  be,  generally  speaking,  double  the 
pre-war  averages. 

In  place  of  the  above  brick  paving  charge^  it  may  be  neces- 
sary to  substitute  the  following-  more  expensive  pavement  costs : 

Sheet  asphalt  $10.50  per  foot 

Reinforced  concrete  10.50  per  foot 

Medina  stone  15.00-  per  foot 

It  is  true  that  many  streets  are  improved  more  or  less  at  the 
expense  of  state,  county,  or  city.  In  the  large  cities,  however, 
this  expense  is  charged  against  adjacent  property  in  special  as- 
sessments, running  from  one  to  ten  years.  It  would  seem  of  little 
consequence  who  pays  for  the  improvement.  It  is  there.  It  adds 
to  the  value  of  the  adjacent  land.  It  is  fair  to  assume,  except  as 
to  main  thoroughfares  over  township  areas,  that  the  cost  of  an 
ordinary  improvement  necessary  or  advantageous  to  the  adjacent 
land  adds  its  cost  to  the  land  value. 

Figures  compiled  for  the  average  costs  of  road  improve- 
ment in  Ohio  for  the  period  from  July  1,  1923,  to  December  31. 
1923,  by  the  Ohio  State  Highway  Department,  were  as  follows: 

Grading  and  drainage  structures  (This  includes  no  pavement) $10,890 

Grading  and  drainage  structures  for  pavement  witli  Waterbcund 

Macadam    2o,o50 

Hituminous  Macadam    25.720 

Kentucky  Rock  Asplialt  on  Macadam   Base 26,820 

Reinforced  Concrete    34,000 

Bituminous  Concrete   (Topeka  Mix) 37,400 

Brick  on  Concrete   Base 40,090 

Reinforcing  macadam  roads  with  bitiuniniHU'   mai;id,ini 16,060 
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The  width  of  the  roadway  on  all  these  projects  ran  between 
26  and  28  feet  and  the  pavement  between  16  and  18  feet,  approxi- 
mately evenly  divided.  Three  types  prevail  in  Ohio,  there  hav- 
ing been  about  800  miles  of  each  type  constructed  in  the  state 
system  by  the  year  1924.  These  respective  types  cost  on  a  per 
running  foot  basis,  as  follows: 

Bituminous  macadam    $4.87 

Reinforced   concrete    6.45 

Brick  on  concrete  base   7.71 

These  amounts  cover  the  cost  per  running  foot.  Whatever 
assessment  is  laid  would  naturally  be  apportioned  to  each  side 
of  the  street  and  would  probably  carry  an  interest  charge  of  5 
per  cent  for  the  life  of  the  bonds  payable,  generally,  in  10  years. 


CHAPTER  20 
UNSCIENTIFIC   BOND   ISSUE   APPRAISALS 

Dangerous  practices  in  vogue  which  must  be  corrected — 
Lack  of  scientific  appraising  deplored — What  an  appraisal 
should  show — Securities  must  be  based  on  true  and 
proper  appraisals — The  selling  of  bonds  depends  upon 
honest    valuations. 

Real  estate  investments,  being  regarded  as  the  most  stable, 
the  safest  and  the  best  secured  investments  obtainable,  have 
grow^n  in  favor  by  leaps  and  bounds  during  the  last  few  years. 
In  many  instances  the  land  is  leased  to  a  corporation  at  a  fixed 
rental,  and  the  fee  is  transferred  to  a  trust  company.  Land 
trust  certificates  are  then  issued  thereon.  Then  a  building  is 
erected  and  sub-leased.  Leasehold  bonds  may  then  be  sold  on 
the  security  of  the  leasehold.  The  sub-lessee  issues  preferred 
stock  based  on  its  favorable  lease.  All  of  these  investments  re- 
quire the  retaining  of  expert  appraisers  upon  whose  favorable 
report  bonds  may  become  marketable. 

The  enviable  position  which  all  real  estate  securities  have 
enjoyed  for  so  many  years  afifords  a  fertile  field  for  manipulation 
by  unscrupulous  bond-sellers  and  appraisers  to  unload  securities 
of  doubtful  value.  In  order  to  float  such  worthless  securities,  in- 
competent appraisers  are  hired,  who  for  a  small  fee,  furnish  any 
appraisal  requested.  The  growing  evils  resulting  from  these 
worthless  appraisals  have  recently  engaged  the  attention  of  real 
estate  boards,  bankers,  as  well  as  building  owners  and  mana- 
gers, throughout  the  country  to  such  an  extent  that  The  Na- 
tional Association  of  Real  Estate  Boards  at  Detroit  in  the  year 
1925: 

"Resolved,  That  it  goes  on  record  as  decrying  the  use  of  in- 
flated appraisals  or  unauthentic  or  inaccurate  valuations  either 
for  the  purpose  of  financing  or  of  selling  buildings  to  the  public; 
and,  Resolved,  That  it  recommends  to  the  constituent  boards  of 
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this  association  that  steps  be  taken  to  discipHne  any  members  of 
such  boards  using,  permitting,  or  making  appraisals  which  can- 
not be  fairly  sustained  by  the  fact,  and  which  tend  to  deceive  the 
public  as  to  the  values  of  the  i)roperties  involved.'' 

A.  C.  Danenbauni  of  Minneapolis,  Minnesota,  of  the  Ap- 
praisal Committee  of  the  National  Association  of  Real  Estate 
Boards,  in  cotumcnting  on  the  situation,  as  late  as  the  sf)ring  of 
1927,  said:  '"In  some  cities  it  is  not  unusual  for  a  piece  of  prop- 
erty to  be  bought  at  full  market  \alue  and  then  to  issue  Land 
Trust  Certificates  for  considerably  more  than  the  purchase  price 
and  then  lease  the  same  to  a  corporation  owned  by  the  same 
parties  who  promoted  the  other  deal.  They  then  arrange  to 
build  a  building  on  the  property,  and,  through  optimistic  or 
padded  appraisals  on  the  proposed  buildings,  and  through  opti- 
mistic showings  of  returns,  they  have  been  able  to  secure  ap- 
praisals showing  a  very  large  value  in  the  leasehold.  So,  with 
this  value  that  does  not  exist  placed  on  the  property,  and  that 
of  over-valuation  on  the  building,  they  are  able  to  finance  for 
considerable  over  the  cost,  thus  making  large  sums  on  the  pro- 
motion. 

"One  thing  that  some  of  the  members  of  the  \'aluation 
Committee  of  the  National  Association  wish  to  discourage  is: 
On  new  buildings  to  be  erected  appraisers  place  added  value  to 
the  property  over  what  they  would  otherwise  because  of  opti- 
mistic statements  of  earnings  furnished  by  the  promoter.  No 
credit  should  be  given  until  the  building  is  erected  and  fully 
rented  and  such  earnings  proven." 

Bond  brokers  in  marketing  real  estate  securities  usually  issue 
a  statement  from   private  appraisers   to   the  effect  merely   that 

"the  value  of  the  premises  in  my  opinion  is  $ "     Based 

on  such  unsupported  opinion,  millions  of  dollars  worth  of  real 
estate  bonds  have  been  sold  annually.  In  some  cases  the  under- 
lying rentals  are  not  even  given,  so  that  the  investor  is  abso- 
lutely at  a  loss  to  know  whether  the  lessee  has  any  interest  of 
any  value  whatever  in  the  property.  Buyers  of  securities  cer- 
tainly should  not  be  content  with  this. 

In  many  cases  the  underlying  lease  calls  for  a  rental,  which, 
capitalized,  is  far  in  excess  of  the  sale  value  of  the  property. 
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There  was,  for  example,  a  lease  executed  on  property  at  rentals 
commencing  at  $18,000  per  year  and  running"  up  to  $30,000  annu- 
ally, payable  in  fifteen  years.  A  handsome  building  costing 
$600,000  was  erected  thereon  by  the  lessee.  The  building  was 
poorly  sub-let,  the  original  99-year  lessee  finally  defaulting.  The 
lessee's  interest,  essentially  the  building,  was  later  sold  for  $300,- 
000,  representing  but  a  part  of  the  value  of  the  bonds. 

What  will  a  purchaser  buying  the  building  and  lease  get? 
The  lease  calls  for  $18,000  yearly,  which  capitalized  at  6  per  cent 
equals  $300,000.  The  land  is  worth  perhaps  $250,000.  If  the 
lease  rentals  were  not  on  a  sliding  scale,  the  $50,000  could  be  ab- 
sorbed in  a  reduced  building  value,  but  a  purchaser  must  gamble 
that  the  land  in  fifteen  years  will  be  worth  $500,000,  involving  a 
loss  of  $250,000.  A  purchaser  who  is  not  willing  to  prophesy  a 
future  value  of  $500,000  must  ofifer  for  the  building  $250,000  less 
than  it  is  worth  for  other  purposes  or  to  reproduce  it. 

The  prospectus  of  real  estate  securities  should  be  prepared 
by  appraisers  known  for  their  conservative  appraisals.  It  should 
give  the  underlying  facts  supporting  the  appraisal.  If  a  lessee's 
estate  is  being  appraised,  the  terms  of  the  lease  rentals  should 
be  set  forth.  In  any  event  the  present  value  of  an  unencum- 
bered fee  should  be  given,  together  with  citations  of  other  sales 
or  leases  in  the  vicinity  upon  Avhich  the  appraiser  is  relying. 
Only  in  this  way  can  an  investor  determine  the  lessee's  equity. 

The  land  and  building  should  be  appraised  separately.  The 
land  value  should  be  supported  by  citations  of  other  sales  or 
leases  in  the  vicinity.  The  assessor's  appraisal  for  taxation 
should  be  shown.  The  building  value  should  be  supported  by 
citations  of  cost  of  similar  l)uildings  on  a  cubic  foot  basis.  It 
should  set  forth  the  anticipated  rentals  and  give  the  underlying 
data  supporting  such  hope  or  belief.  In  the  case  of  store  rentals, 
then  other  actual  store  rentals  in  tiie  neighborhood  should  be 
set  forth  on  a  square  foot  basis.  If  office  rentals  are  relied  on. 
then  other  office  space  rentals,  as  represented  by  the  owners  or 
managers  thereof,  should  support  the  a]")praisal. 

The  prospectus  should  show  the  number  of  tlie  net  available 
s(|Uare  feet  of  office  s|>ace  as  well  as  tJie  net  amount  of  store 
space.     The  prospective  rentals  should  be  examined  as  to  char- 


UNSCIENTIFIC  BOND  ISSUE  APPRAISALS        243 

acter  and  financial  responsibility  of  proposed  tenants.  The 
author  knows  of  a  bond  issue  issued  by  a  99-year  lessee  which 
showed  a  fine  rental  set-up  a  few  years  ago.  The  ground  floor 
was  leased  in  part  as  a  moving  picture  house  at  $25,000  per  an- 
num, which  failed  within  30  days.  Upstairs  space  w^as  leased 
at  $20,000  for  hotel  purposes.  The  lease  ran  to  a  lessee  company 
composed  in  large  part  of  directors  of  the  lessor  company.  (,^ne- 
half  of  the  basement  was  leased  to  a  restaurant  for  $3600,  which 
never  paid  a  cent  of  rent  and  had  to  be  ejected.  The  other  half 
of  the  basement  was  leased  as  a  billiard  parlor,  and  that  tenant 
was  also  evicted.  The  hotel's  rent  was  reduced  from  $20,000  to 
$12,000  per  year.  This  lease,  based  on  these  enormous  prospec- 
tive rentals,  was  appraised  by  reputable  appraisers  at  about  $1.- 
600,000.  Bonds  were  issued  and  finally  sold  in  the  sum  of  $700,- 
000,  the  proceeds  being  used  in  erecting  extensive  improvements. 
Tlie  bond  interest  was  not  paid  and  at  latest  report  the  rccci\er 
was  trying  to  sell  the  99-year  lessee's  estate  for  $400,000. 

The  set  up  should  show  the  percentage  and  amount  allowed 
for  vacancies,  maintenance  and  operation,  depreciation,  taxes,  in- 
surance and  management.  These  amounts  should  correspond 
with  the  percentages  enjoyed  by  oflnce  buildings  generally,  which 
latter  should  be  set  up  specifically.  The  cost  of  operation  is  such 
a  large  factor,  that  the  experience  of  similar  buildings  should  be 
given  on  a  square  foot  basis.  It  should  set  forth  the  amount  of 
taxes  for  the  current  year  and  an  estimate  by  the  county  asses- 
sor of  future  taxes.  In  other  words,  the  investor  is  entitled  to 
reach  the  inner  recesses  of  the  appraiser's  mind,  and  investigate 
the  basis  of  his  opinion.  Only  thus  is  an  investor  competent  to 
exercise  an  independent  judgment.  The  day  has  gone  by  when 
prudent  investors  will  buy  securities  with  nothing  but  a  blanket 
opinion  of  an  appraiser.  An  investor  is  entitled  to  know  why 
the  property  is  w^orth  what  it  is  said  to  be  worth. 

On  the  other  hand,  bond  houses  owe  it  to  themselves  and 
their  patrons  to  enrich  every  bond  issue  with  appraisals  inviting 
the  faith  and  confidence  of  investors  in  this  class  of  securities. 
The  business  of  issuing  land  and  leasehold  trust  certificates,  ex- 
tensive as  it  has  been  during  the  last  few  years,  has  only  com- 
menced.    If  this  field  of  investment  is  not  to  be  discredited,  bond 
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houses  must  take  the  initiative  in  securing  full  and  scientific  ap- 
praisals. Otherwise  the  state  may,  in  the  near  future,  be  ex- 
pected in  self  defense,  to  regulate  all  such  issues,  as  is,  indeed, 
now  recommended  b}^  more  reputable  bond  houses. 

The  menace  of  these  millions  of  dollars  of  worthless  issues 
annually  issued  is  becoming  so  great  as  to  alarm  reputable  bond 
houses.  Some  have  even  suggested  regulation  of  new  issues  by 
commissioners  of  securities  or  blue  sky  departments  in  the  var- 
ious states. 

Arthur  Stocks,  investment  broker  of  Chicago,  urges  that  such 
bond  issues  be  limited  to  60  per  cent  of  the  assessed  value  of  the 
premises,  saying,  "If  it  could  be  provided  by  law  that  no  real 
estate  bond  issue  should  exceed  a  certain  percentage  of  the 
value  of  any  property  as  determined  by  the  tax  returns  on  that 
property,  then — 

1.  The  placing  of  unsoundly  large  bond  issue  loans  on 
any  propert}^  would  be  impossible. 

2.  Owners  of  real  estate  would  be  compelled  to  make 
reasonably  just  and  honest  tax  returns  in  order  to 
obtain  bond  issue  loans  at  all. 

3.  Real  estate  bond  issues  securities  would  be  estab- 
lished and  standardized  by  law  and  bond  buyers 
would  have  protection. 

4.  A  tremendous  amount  of  undeclared  valuation  on 
real  estate  would  be  disclosed.  Self  interest  would 
compel  it.  As  a  result  tax  rates  would  favorably  react 
to  an  increased  aggregate  of  valuations. 

Such  measure  would,  doubtless,  come  under  the  jurisdiction 
of  the  department  of  securities  as  a  measure  for  public  protec- 
tion in  securities,  but  it  would  have  far  reaching  effects  as  sug- 
gested above.  A  Chicago  bank  ])resident  told  the  author  that 
such  a  measure  would  have  immeasurable  \alue  to  banks  and 
others  who  marketed  real  estate  l)onds,  and  it  would  smoke  out 
an  unbelievable  amount  of  buried  taxes  which  would  result  in  a 
more  equitable  ajiportionment  of  the  tax  burden  because,  obvi- 
ously, if  A  succeeded  in  evading  payment  of  his  just  share  of 
public  taxes  then  B,  who  did  not  seek  to  evade  such  payment, 
must  inevitably  pay  the  taxes  of  .\.     And  while  it  would  inevit- 
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ably  result  in  increased  taxes  for  some  it  would  at  the  same 
time  inevitably  result  in  lowered  tax  rates  for  all.  The  only  man 
who  would  object  would  be  the  tax  evader  and,  of  course,  his 
satellite  who  wished  to  unload  un  the  l)ond  buying  jniblic  a  lot 
of  unsound  securities. 

Realizing  that  the  safeguarding  of  real  estate  bond  issues  was 
becoming  an  increasingly  important  matter,  the  board  of  directors 
of  The  National  Association  of  Real  Estate  Boards  in  Chicago 
in  1927  prepared  and  broadcast  a  series  of  recommendations  rela- 
tive to  this  matter,  urging  constituent  boards,  some  650  in  number, 
embracing  a  membership  of  about  26,000  realtors,  to  gi\e  very  care- 
ful consideration  to  the  adoption  of  new  practices  in  this  field. 

The  recomemndations  were  as  follows : 

(1)  No  appraiser  should  accept  an  order  for  a  valuation  for  which  his  employ- 
ment   is    contingent    upon    his    appraisal    reaching    a    certain    value. 

(2)  The  practice  of  having  one  ajipraiser  make  the  valuation  of  land  and  an- 
other of  the  building  and  using  the  total  of  the  two  as  the  true  value  is  unsound, 
and  is  condemned,  as  is  also  the  practice  of  basing  tlie  appraisal  entirely  on  the 
capitalized  value  of  the  net  income.  In  appraisals  for  bond  issues  wliere  more 
than  one  appraiser  participates,  all  of  the  appraisers  estimating  the  separate 
units  of  value,  including  income,  should  reconcile  their  respective  appraisals 
and    sign  a  joint   report. 

(3)  An  appraisal  report  sliould  state  the  conditions  under  which  the  valuation 
obtains,  and  should  be  in  detail,  upon  a  standard  form  furnished  by  the  National 
Association   of   Real    Estate   Boards. 

(4)  An  appraiser  shoidd  have  no  interest  in  the  property  which  is  being 
appraised   unless    his   interest   is   specifically  disclosed   in    the  appraisal   report. 

(5)  An  appraisal  for  a  bond  issue  should  in  addition  to  showing  the  fair  cash 
market  value  of  the  property  also  show  the  appraiser's  estimate  of  gross  earnings, 
operating  expenses  and  resulting  net  income.  In  case  the  capitalization  of  the  net 
income  and  the  valuation  are  not  reconciled,  the  reasons  for  the  difference  should 
be    explained. 

(6)  All  advertisements  of  bond  issues  should  give  the  name  or  names  and 
addresses  of  the  appraisers,  and  should  quote  sufficiently  from  tlie  appraisal 
report,  both  as  to  physical  value  and  income,  to  reflect  correctly  the  opinion  and 
judgment  of  the  appraiser,  and  certified  copies  of  the  full  appraisal  report 
should  be  available   to   the  public   at  all   times. 

GENERAL  RECOMMEXDATIOXS 

(1)  The  proceeds  of  bonds  secured  by  uncompleted  buildings  should  be  segre- 
gated for  the  account  and  uses  of  the  particular  l)uildiiig  upon  which  such 
bonds  are  issued,  and  should  be  absolutely  protected  from  the  general  risks 
of   the   business   of    the    issuing   house. 

(2)  Payments  by  the  borrower  on  account  of  principal,  interest  and  taxes 
should  be  segregated  for  the  account  of  those  uses  and  should  be  protected  from 
the    general    risks   of   the   business   of   the    issuing   house. 

(3)  Where  the  underwriting  liouse,  or  any  person  connected  therewith,  has 
any  financial  interest  in  the  building  or  enterprise  securing  these  bonds  except 
commissions  for  selling  tlie  same,  such  interest  should  be  disclosed  in  all  adver- 
tisements of  the  lioiids  and  such  house  or  ixrson  should  not  act  in  anv  tran< 
action  relating  to  the  same  as  a  trustee  for  the  benefit  of  the  bondholders,  and 
in  all  cases  the  name  and  address  of  the  trustee  of  the  bond  issue  should  be  given. 

(4)  The  title  "first  mortgage  real  estate  bonds"  should  be  used  only  when 
the  bonds   are  a  first   lien  on   both   land   and  buildings. 

(5)  The  title  "first  mortgage  leasehold  bonds"  should  be  used  where  such 
bondsare  a   first   lien   \ipon   the   leasehold. 
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(6)  Mortgage  houses  in  issuing  statement  of  appraisals  on  which  they  base 
their  issue  should  specifically  state  in  connection  thertwith  that  to  the  best  ot 
their  knowledge  and  belief  such  appraisals  are  sound.  Any  offering  of  real 
estate  mortgage  bonds  should  clearly  state  the  ratio  the  loan  bears  to  the 
appraised  value  of  the  property   to  be  mortgaged. 

(7)  Every  real  estate  bond  issue  should  provide  for  amortization  of  the  debt 
to   offset   depreciation   and   obsolescence. 

(8)  Circulars  and  advertisements  should  fully,  frankly  and  adeqiiately  dis- 
close all  pertinent  information  relative  to  the  issues  offered,  and  should  give  the 
name  or  names  and  addresses  of  the  appraisers  and  should  quote  sufficiently 
from  the  appraisal  report,  both  as  to  physical  value  and  income,  to  reflect 
correctly  the  opinion  and  judgment  of  the  appraisers,  and  certified  copies  of  the 
full  appraisal  report   should  be  available   to   the  public  at  all  times. 

(9)  Completion  of  buildings  where  there  is  a  bond  issue  should  be  adequately 
guaranteed. 


CHAPTER  21 
EXPERT  TESTIMONY 


The  basis  of  expert  testimony — Who  may  testify — A  real- 
tor is  well  qualified — Setting  up  a  case  in  court — General 
facts  necessary  to  take  into  consideration  in  testifying  as  to 
a   given   appraisal. 


Ill  lei^al  proceedings  testimony  is  usually  confined  to  knowl- 
edge of  facts.  In  certain  cases,  however,  the  facts  are  not  in- 
quired into;  the  witness  testifies  as  to  his  opinion.  Realty  val- 
ues are  thus  proven  in  court,  for  the  obvious  reason  that  realty 
values  are  based  upon  expert  opinion.  Since  realty  values  rest 
on  opinion,  the  question  naturally  arises:  A\'ho  may  testify  and 
how  is  value  to  be  proven?  Law  books  are  replete  with  decisions 
on  this  subject. 

WHO  MAY  TESTIFY 

The  following  (juestions  have  been  quite  definitely  settled: 

1 — Must  the  witness  be,  l\v  occupation,  a  dealer  in  land?  The 
courts  unanimously  and  sensibly  answer  this  in  the  negative. 

2 — Must  the  witness  himself  have  made  a  purchase  or  a  sale 
of  land,  or  a  number  of  them?  This  is  g-enerally  answered  in 
the  negati\e.  Yet  certainly  such  a  personal  participation  in 
sales  would  be  a  sufficient  qualification. 

3 — Must  the  witness  at  least  ha\e  had  knowledg;'?,  not 
merely  of  general  value-rumor  or  the  like,  but  of  specific  sales 
made?  This.  too.  is  generally  regarded  as  not  essential.  But 
certainly  such  knowledge  of  s])ecilic  sales  in  the  neighborhood  is 
a  sufiicient  (|Ualilication. 

4 — (Occasionally  all  specific  limitations  or  tests  are  aban- 
doned, and  the  broad  test  adopted  that  "any  person  having 
knowledge  of"  or  "ac(|uaintance  with"'  the  \alues  may  testif\- ; 
the  determination  of  the  (jualification  thus  being  left  open  for 
each  case.     This  is  perhaps  the  most  satisfactory  and  sensible 
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test,  provided  the  application  of  it  is  left  entirely  to  the  discre- 
tion of  the  trial  judge.  But  it  is  doubtful  if  any  court  in  spite 
of  its  proclamation  of  the  broad  principle,  would  consistently  en- 
force it  by  refusing  to  multiply  rulings  based  on  particular  cir- 
cumstances. 

5 — A  sufficient  qualification  is  usually  declared  to  exist 
where  the  witness  is  a  resident,  land-owner,  or  farmer,  in  the 
neighborhood.  The  phrase  differs  in  different  jurisdictions  and 
in  different  rulings  of  the  same  court. 

6 — The  knowledge  and  experience  of  a  public  officer — a 
county  commissioner,  or  an  assessor — whose  duty  it  is  to  become 
familiar  with  land  values,  may  also  qualify  the  witness.* 

In  a  New  York  case  it  was  broadly  stated  that  there  is  no 
rule  of  law,  and  there  can  be  none,  defining  how  much  a  witness 
shall  know  of  property  before  he  can  1,ie  permitted  to  give  an 
opinion  of  its  value.  Pie  must  have  some  acquaintance  with  it 
sufficient  to  enable  him  to  form  some  estimate  of  its  value,  and 
then  it  is  for  the  jury  to  determine  how  much  weight  to  attach 
to  such  estimate.*''' 

In  the  case  of  Town  of  Union  v.  J.  R.  Buchwalter  Lumber 
Co.  101  So.  561,  it  was  held  that  expert  testimony  is  not  essential 
to  establish  the  value  of  property.  Persons  residing  near  the 
property,  who  are  familiar  with  the  -value  of  property  of  like 
kind  and  character  and  with  the  property  in  question,  the  amount 
thereof,  its  uses,  adaptability,  and  the  improvements,  and  who 
ha\'e  inspected  it,  may  testify  as  to  its  value.  In  an  Ohio  case, 
known  as  Insurance  Co.  v.  Bovversox,  6  O.  C.  C.  1,  it  was  held 
that  a  non-expert  well  acquainted  with  it,  and  its  cost,  may 
testify  as  to  its  value. 

\\  hile  it  is  undoubtedly  true  that  anyone  may  testify  having 
the  above  qualifications,  nevertheless,  a  realtor  who  is  engaged 
in  the  business  of  buying  and  selling  real  estate  either  for  him- 
self or  clients  is  undoubtedly  better  qualified  to  testify  and  his 
testimony  will  ha\e  more  or  less  weight  according  to  the  length 

*"Wigmore  on  Evidence."     (2nd  E.)  714. 
**1871  Earl  v.  Bedell  V.  R.  Co.,  44  N.  Y.  370. 
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of  his  services  and  experience  in  that  line.  The  weight  of  the 
testimony  is  to  be  judged  by  the  jury.  Between  witnesses  equally 
credible,  and  free  from  interested  motives,  it  will  be  in  propor- 
tion to  their  apparent  experience  and  knowledge  of  values,  and 
soundness  of  the  reasoning  with  which  conclusions  are  drawn. 
That  the  extent  of  this  kntiwledge  and  experience  may  be  known, 
each  is  first  inquired  of  upon  examination,  and  afterward  sub- 
jected to  cross-examination,  in  which  further  inquiry  is  then  per- 
mitted into  the  particular  sales  within  his  knowledge  and  into 
all  other  circumstances  and  considerations  that  have  been  taken 
into  account.  Thus  opportunity  is  afforded  to  the  jury  of  test- 
ing the  correctness  of  the  conclusions  by  looking  into  the  truth 
of  the  facts,  as  well  as  into  whether  circumstances  and  consider- 
ations have  been  taken  into  account  which  should  have  been 
omitted,  or  others  omitted,  which  should  have  been  taken  into 
account.*** 

SETTING  UP  A  CASE  IN  COURT 

The  appraiser  will  make  himself  a  valuable  witness  and  jus- 
tify his  hire  if  he  will  prepare  his  case  with  intelligence  and  dis- 
cretion.   If  the  property  is  improved,  the  appraiser  should: 

1 — Secure  a  photograph  of  the  property  in  question.  He 
should,  too,  secure  the  dimensions  and  a  description  of  the  build- 
ing. He  should  know  its  rentals  for  a  period  of  years ;  its  cost 
of  maintenance  and  management.  In  short,  he  should  make  an 
intensive  study  of  the  plant  to  be  appraised. 

2 — He  should  not  only  be  familiar  with  costs,  rentals  and 
profits  of  similar  buildings  in  the  neighborhood,  but  he  should 
reduce  these  to  a  standard  basis  for  the  purpose  of  comparison. 
These  also  should  be  photographed  if  they  are  of  real  compara- 
tive value. 

3 — He  should  familiarize  himself  with  leases,  sales,  and  ask- 
ing prices  of  neighborhood  property.  These  should  all  be  reduced 
to  a  unit  basis  for  easy  comparison. 

4 — He  should  check  up  his  information  by  conversation  with 
parties  connected  with  the  transactions,  so  as  to  be  able  to  show 
a  freshness  of  knowledge  and  authenticity  of  information  that 
will  impress  the  jury,  that  he  is  a  man  who  knows. 
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5 — He  should  testify  to  what  he  actually  believes  to  be 
\alue.  In  other  words,  his  study  should  be  impartial,  academic, 
impersonal  and  unbiased.  He  should  not  stultify  himself  by  tes- 
tifying to  suit  the  parties,  which  a  skilled  attorney  can  almost 
always  prove  to  be  the  case. 

6 — He  should  not  testify,  if  the  compensation  to  be  paid  him 
does  not  justify  full  investigation,  luiough  poor,  undigested,  im- 
proper and  irrelevant  testimony  will  be  oitered.  The  real  need 
in  appropriation  cases  is  that  the  witness  make  a  thorough  study 
of  the  case,  be  fully  fortified  for  explaining  his  basis,  therefore, 
be  prepared  for  the  most  rigid  cross-examination  and  of  genuine 
help  to  the  jury.  All  this  preparation  takes  time.  The  skilled 
and  worthwhile  appraiser  will  not  testify  unless  the  compensa- 
tion will  justify  the  fullest  preparation,  which  is  necessary  no 
matter  how  well  qualified  he  may  be. 

A  large  mortgage  company  has  formulated  a  list  of  general 
facts  which  it  tries  to  ascertain  in  all  appraisals  made  for  loan 
purposes.  The  list  is  so  complete  that  it  may  well  be  repeated  in 
full : 

1 — Value  placed  thereon  by  the  owner. 

2 — Value  placed  thereon  by  the  seller. 

3 — Value  placed  thereon  by  real  estate  experts. 

4 — Information  in  possession  of  title  companies. 

5 — Volunteered  information  given  to  the  assessor  by  per- 
sons alleging  certain  information  on  the  subject. 

6 — So-called  "City  Services/'  of  which  the  real  estate  has 
the  benefit. 

7 — The  amount  and  character  of  traffic  in  front  of  or  near 
same. 

8 — The  nearness  of  the  real  estate  to  trolley  lines,  railroad 
stations,  etc. 

9 — The  character  of  the  neighborhood  in  which  the  real  es- 
tate is  located. 

10 — Recent  or  contemplated  improvements  in  the  neigh- 
borhood. 

11 — Whether  or  not  undesirable  elements  are  present  in  the 
neighborhood. 
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12 — The  grade  of  the  land.     How  tliis  (Us  into  the  city  phiti. 

13 — Whether  or  not  the  real  estate  is  a  corner  properly.  If 
not,  whether  it  has  access  to  two  streets,  one  in  front  and  one  in 
rear. 

1-1 — The  previous  assessment  of  the  property  and  surround- 
ing properties. 

15 — The  amounts  loaned  on  mortgages  in  the  neighborhood. 

16 — Valuations  as  swt)rn  to  in  petitions  in  the  Probate  Court 
or  Court  of  Common  Pleas. 

17 — N'aluations  placed  on  similar  property  in  condemnation 
proceedings. 

18 — Valuations  set  forth  as  required  by  law  in  sworn  state- 
ments made  by  corporations  as  to  the  real  estate  owned  by  them. 

19 — The  amount  loaned  on  mortgages  secured  by  one  par- 
ticular piece  of  property  or  surrounding  pieces  by  financial  in- 
stitutions allowed  to  lend  only  on  certain  fixed  percentages  of 
real  value. 

20 — Amounts  offered  in  good  faith  for  the  surrounding  prop- 
erties. 

21 — Whether  or  not  the  surrounding  properties  are  rented, 
occupied  by  owners  or  empty. 

22 — Character  and  cost  of  construction  of  buildings  erected 
on  the  property. 

23 — Information  as  to  the  value  of  surrounding  buildings  in 
possession  of  the  fire  underwriters. 

2-1 — \'alue  placed  upon  land  and  buildings  by  builders  and 
contractors. 

25 — Probable  cost  of  construction  of  the  buildings  b}'  cubic 
feet. 

26 — Probable  cost  of  construction  of  the  buildings  by  the 
square  feet  of  floor  space. 

27 — Whether  or  not  possible  uses  of  the  buildings  are  suit- 
able to  the  neighborhood  in  which  they  are  located. 

28 — Whether  or  not  the  property  is  of  such  character  and  so 
situated  as  to  be  practically  necessary  to  the  municipality  or  to 
some  company  or  individual  other  than  the  owner. 
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29 — Testimony  given  to  the  board  of  revision  on  appeals. 

An  appraiser  in  possession  of  the  information  above  set 
forth  is  unusually  well  equipped  and  qualified  to  testify  or  advise. 

A  very  important  element  for  an  expert  to  consider,  in  some 
cases,  is  the  percentage  of  vacancies.  An  appraiser  having  to 
establish  a  value  in  the  future,  for  example,  under  a  re-appraisal 
lease,  would  do  well  to  keep  tab  of  not  only  the  number  of  vacan- 
cies, but  also  the  percentage  of  store  vacancies  to  the  number  of 
stores.  While,  for  example,  within  a  certain  block  or  on  a  certain 
street  there  may  be  25  vacancies  today  and  in  a  few  years  50 
vacancies,  the  latter  may  actually  be  a  smaller  percentage  of  the 
number  of  stores  existing. 

The  number  of  stores  available  may  be  reduced  through  ab- 
sorption for  larger  uses,  such  as  apartment  or  residential  or  pub- 
lic parks,  so  that  a  smaller  number  of  vacancies  may  prove  in 
fact  to  be  a  larger  percent  of  the  available  stores. 

The  frightful  abuses  to  which  expert  testimony  has  been 
put  heretofore,  var3ang  perhaps  4.  5,  and  6  to  1,  was  recog- 
nized by  the  National  Association  of  Real  Estate  Boards  at  its 
1927  session  in  Miami,  Florida,  where  it  recommended  a  bill 
for  securing  unbiased  testimony  in  court  action  afifecting  real 
estate.  Such  a  bill  was  passed  in  the  spring  of  1927  by  the 
Ohio  Legislative  Assembly.  It  provides  that  a  judge  in  a  civil 
action  shall  have  civil  power  to  appoint  expert  witnesses  to 
give  testimony  in  such  matters  as  real  estate  valuation.  Such 
summoning  of  witnesses  by  the  court  does  not  preclude  either 
party  to  the  action  from  using  other  expert  witnesses  at  the 
trial.  This  will  undoubtedly  have  the  efifect  of  insuring  a  higher 
class  of  expert  testimony  in  cases  involving  the  valuation  of 
real  estate,  as  testimony  will  presumably  be  more  unbiased  and 
invohe  a  judicial   examination   of  the   issues   involved. 


CHAPTER  22 
LEGAL  DECISIONS  REGARDING  APPRAISALS 


What  is  real  estate  and  wliat  is  value? — Significance  of 
terms — Many  legal  opinions  regarding  problems  involved 
in  the  appraising  of  land — Factors  of  value — Notice  of  as- 
sessments. 


American  courts  ha\e  frequently  been  called  upon  to  judi- 
cially determine  the  following  questions:  What  is  real  estate? 
What  is  its  value?  What  are  the  evidences  of  value?  What 
conditions  must  be  considered  in  fixing  a  value?  While  some  of 
these  cases  arise  under  eminent  domain,  and  others  under  public 
utility  rate  fixing  laws,  by  far  the  greater  number  arise  under 
taxation  laws.  The  up-to-date  appraiser  should  be  conversant 
with  the  trend  of  some  of  these  decisions,  otherwise  his  apprai- 
sals will  fail  as  not  conforming  to  the  law  of  the  land.  A  feu- 
such  cases  are  presented  herewith. 

"REAL  ESTATE"— SIGNIFICANCE  OF  THE  TERM 

The  term  "])roperty  in  lands"  is  ncjt  confined  to  title  in  fee 
but  is  sufiiciently  comprehensive  to  include  an  usufructuary  in- 
terest whether  it  be  a  leasehold  or  mere  right  of  possession.  Sev- 
eral persons  may  have  interests  in  a  property  which  is  subject  to 
taxation.  It  is  not  perceived  that  the  fact  that  the  property  of 
the  government  is  exempt  from  taxation  afifects  the  right  to  tax 
the  interest  which  private  individuals  have  acquired  in  the  same 
property.  Exemption  from  taxation  is  a  privilege  of  the  govern- 
ment, not  an  incident  to  the  pro])erty.  State  v.  Moore,  12  Cal. 
56  (p.  137).  See  also  Loring  v.  Melendy,  11  O.  S.  355;  also  Bank 
of  Kentucky  v.  Roosa,  et  al.,  13  O.  S.  335.  "The  term  'lands' 
when  not  restricted  in  meaning  by  related  provisions  includes  all 
interests  therein."  Zumstein  v.  Coal  &  Mining  Companv,  54 
O.  S.  271. 

Leaseholds  are  Not  Taxable 

All  interests  in  land  should  be  merged  in  one  assessment  of 
the  entire  estate  as  again.st  the  owner  of  the  fee.  San  Pedro, 
Los  Angeles  &  Salt  Lake  Railroad  Company  v.  City  of  Los  An- 
geles, 167  Cal.  425 ;  People  v.  Shearer,  30  Cal.  645 ;  People  v. 
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Frisbie,  31  Cal.  146;  People  v.  Black  Diamond  Coal  Company, 
2)7  Cal.  54;  Los  Angeles  v.  Los  Angeles  Water  Works.  49  Cal. 
638;  San  Francisco  v.  McGinn, .67  Cal.  110;  Bakersfield  Oil  Com- 
pany V.  Kern  Countv,  144  Cal.  148 ;  Graciosa  Oil  Company  v. 
Santa  Barbara,  155  Cal.  140. 

Pipe  Lines  Part  of  Real  Estate 

Wells,  pumping  machinery  and  pi])e  lines  together  with  such 
lands  constitute  real  estate  within  the  definition  of  that  term  as 
used  in  the  Revenue  Act.  The  ownership  or  right  to  the  posses- 
sion of  land  on  all  such  property  should  be  assessed  and  taxed  as 
real  estate.  California  Domestic  Water  Company  v.  County  of 
Los  Angeles,  10  Cal.  App.  185. 

Mineral  Rights 

A  Washington  assessor  in  assessing  the  lands  of  a  railroad 
company  included  a  large  amount  as  representing  the  value  of 
coal  underlying  the  lands.  The  company  claimed  that  while 
there  was  coal  in  the  lands,  it  was  valueless  because  it  could  not 
be  successfully  mined,  and  showed  that  while  large  amounts  had 
been  expended  in  the  locality  in  attempting  to.  mine  the  coal, 
very  few  ventures  were  successful  and  most  of  the  operations 
had  been  abandoned.  The  court  held  that  while  the  coal  could 
not  be  profitably  mined  at  the  present  time,  it  had  a  taxable 
\  alue.  It  found,  however,  that  tlie  values  placed  upon  the  coal 
by  the  assessors  were  excessive,  and  therefore  reduced  the  as- 
sessments to  $10  per  acre.  Northern  Pacific  Railway  Company 
V.  Pierce  County,  Washington,  220  Pac.  826. 

Mineral  Rights^ — Royalty 

The  Kentucky  court  held  that  wdiere  the  owner  of  land  had 
segregated  the  minerals  under  it,  by  granting  the  mineral  rights 
to  another  and  retaining  a  royalty  interest  therein,  the  royalty 
interest  was  assessable  as  a  separate  item  of  ])roperty.  distinct 
from  the  land  itself  out  of  which  it  arose.  Commonwealth  v. 
Garret,  260  S.  W.  379.  Section  5560  of  the  General  Code  of  Ohio 
requires  a  sejiarate  listing  and  wduation  of  the  respective  inter- 
ests above  referred  to. 

Canal  as  "Improvement  on  Land" 

The  Louisiana  court  held  that  a  canal  dug  by  a  taxpayer  on 
his  own  land,  used  to  float  logs  from  his  forest  to  his  saw-mill 
and  for  no  other  purpose  and  not  open  to  the  public,  was  not 
assessable  separately  from  the  land,  since  it  was  an  improvement 
on  the  land  and  a  part  thereof.  Albert  Hanson  Lumber  Com- 
pany V.   Board  of  State  ACfairs.  98  So.  552. 
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Mill  Property — Water  Power 

A  Massachusetts  case  holds  that  water  power  connected  with 
mill  property  was  not  a  distinct  item  of  property  hut  was  prop- 
erly considered  as  afifectin^-  the  value  of  the  mill  property,  of 
which  it  was  a  part  and  that  the  amount  and  cost  of  the  steam 
power  saved  hy  the  use  of  water  power  was  a  factor  which  mii^ht 
have  heen  considered  in  estimatint;  its  value.  Town  of  \\  est- 
port  \-.  C'ounl\-  Commissioners.  141  X.  1'.  5''1. 

Dam — Water  Rights 

In  assessing  the  dam  of  a  company,  assessors  descrihed  it  as 
a  "privileged  water  right  and  dam."  The  company  resisted  the 
assessment,  claiming"  that  its  water  power  which  was  not  tax- 
able was,  in  fact,  assessed  and  that  the  assessment  was  unequal. 
The  assessment  was  upheld,  the  court  holding  that  the  term 
"privilege  water  right"  did  not  mean  water  power  hut  the  site  by 
the  dam  which  was  taxable,  and  that  inequality  was  not  proven 
merely  by  showing  that  fourteen  other  parcels  on  the  roll  were 
assessed  at  fifty  per  cent  of  full  value  and  without  comparing 
such  assessments  with  the  assessment  in  question.  Shawmut 
Mfg.  Co.  V.  Inhabitants  of  Benton,  122  Atl.  49. 

Standing  Timber 

The  Wisconsin  court  held  that  where  one  person  owned  the 
fee  to  the  land  and  another  the  standing  timber,  both  the  land 
and  the  timber  were  properly  assessed  to  the  owner  of  the  fee, 
since  the  statutes  clearly  contemplated  the  assessment  of  land, 
the  improvements  thereon,  and  all  rights  and  privileges  thereto 
as  a  unit.    Schmidt  v.  Town  of  Almon,  194  N.  W.  168. 

EVIDENCE  OF  VALUE 

Costs  as  Value — Actual  Value — How  to  Prove 

The  general  rule  in  appropriation  cases  is  to  ascertain  the 
market  value  of  the  land,  it  being  in  most  cases  the  best  criterion 
of  its  value  to  the  owner,  but  in  getting  at  the  value  of  the  prop- 
erty it  is  always  proper  to  ascertain  the  value  of  the  land  sepa- 
rately and  the  amount  paid  for  improvements  made  upon  it  and 
the  value  that  the  improvements  add  to  it  if  there  is  no  market 
value  for  such  improvements.  Foote  v.  Rv.  Company,  21  O.  C. 
C.  319. 

If  a  witness  as  to  the  value  of  land  is  on  cross  examination 
cisked  as  to  particular  sales  in  the  vicinity  at  a  very  low  figure, 
he  may  on  re-direct  be  asked  if  he  knows  as  to  other  particular 
sales  at  a  higher  figure.  Ry.  v.  Senning,  17  O.  C.  C.  649.  To 
prove  the  value  of  land,  opinions  but  not  actual  sales  are  to  be 
put  in  evidence.     Ry.  v.  Garrard.  8  Dec.  Rep.  380  (OhioV 
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Cost  is  not  the  equivalent  of  value ;  testimony  as  to  cost  is 
admissible  only  as  a  guide  to  actual  worth  and  to  test  the  knowl- 
edge or  bias  of  the  witness.  Cincinnati  v.  Eversman,  4  O.  L.  R. 
140.  This  Ohio  case  also  holds  that  "similar  sales"  are  admissi- 
ble in  chief,  but  they  must  be  shown  by  direct  evidence  of  sales 
of  property  in  the  immediate  vincity,  made  voluntarily  and 
within   a  reasonable  time  before  the  hearing. 

Federal  Revenue  Stamps  as  Evidence  of  Overvaluation  Inad- 
missible 

In  resisting  an  assessment  of  his  real  estate  as  excessive,  a 
Rhode  Island  taxpayer  showed  that  his  sworn  statement  filed 
with  the  assessors  included  a  value  based  upon  the  cost  of  the 
property  to  him  plus  the  cost  of  subsequent  improvements.  It 
appeared  that  the  property  had  been  upon  the  market  for  ten 
years  and  that  the  taxpayer  had  purchased  it  shortly  before  the 
assessment  was  made.  Evidence  as  to  four  sales  of  similar  prop- 
erty nearby  was  given  by  brokers  who  negotiated  the  transac- 
tions and  it  was  sought  to  prove  the  consideration  involved  in 
other  sales,  by  showing  the  amount  of  federal  revenue  stamps 
attached  to  the  deeds.  The  court  held  that  the  evidence  was 
sufficient  to  justify  a  reduction  in  the  assessment  of  the  amount 
claimed.  It  also  held  that  evidence  purporting  to  show  the  con- 
sideration involved  in  certain  sales  by  reference  to  the  federal 
revenue  stamps  used  was  inadmissible.  Aspegren  v.  Tax  Asses- 
sors of  City  of  Newport,  125  Atl.  213. 

Public  Sale — Evidence  of  Market  Value 

A  Pennsylvania  taxpayer  resisted  an  assessment  of  her  land, 
claiming  over-valuation.  The  property  consisted  of  coal  lands 
that  she  had  purchased  from  her  father  at  a  public  sale,  her  bid 
being  the  highest.  The  sale  had  been  extensively  advertised  and 
there  was  no  evidence  that  it  was  not  bona  fide.  The  court  held 
the  assessment  excessive,  on  the  ground  that  the  market  value 
at  the  public  sale  was  the  legally  recognized  basis  under  the 
statute  for  determining  the  assessable  value  of  real  estate  and 
that  the  sale,  in  the  absence  of  bad  faith,  established  such  mar- 
ket value.    Appeal  of  Kaemmerling,  127  Atl.  439. 

Inability  to  Sell  at  Public  Auction — As  Evidence  of  Value 

In  a  proceeding  to  review  the  assessment  of  Pennsylvania 
coal  lands,  on  the  ground  of  over-valuation,  the  court  held  that 
testimony  of  mining  engineers  acquainted  with  the  property  and 
with  similar  property  in  the  vicinity  was  competent  to  prove 
market  value ;  that  although  there  were  no  sales  upon  which  such 
engineers  might  base  their  judgment,  testimony  to  the  effect 
that  the  property  had  been  put  up  for  public  sale  on  two  occa- 
sions after  due  advertisement  at  a  specified  sum,  without  draw- 
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ing  a  purchaser,  furnished  some  indication  of  market  value.  Ap- 
peal by  Pennsylvania  Company  for  Insurance  on  Lives  and 
Granting  Annuities,  127  Atl.  441. 

Dam — Submerged  Land — Method  of  Valuation 

The  City  of  New  York  brought  suit  against  assessors  of  a 
town  in  New  York  State,  contending  that  a  dam  owned  by  it  and 
used  in  its  water  supply  system  was  embraced  within  the  term 
"aqueducts"  and  was  therefore  exempt  from  taxation,  under  the 
provisions  of  the  city  charter,  and  further  contended  that  if  the 
dam  was  to  be  assessed,  the  land  flooded  by  the  impounded  water 
was  valueless,  and  should  be  assessed  at  only  a  nominal  value. 
The  court  denied  this  contention  and  held  that  the  land  was 
properly  assessed  at  the  value  it  would  have  had  in  its  natural 
condition  at  the  date  of  the  assessment  as  determined  by  the 
value  of  other  land  in  the  vicinity.  People  v.  Keeler,  H)9  N.  Y. 
Supp.  327. 

FACTORS  OF  VALUE 

Market  Value — What  Is? 

Generally  speaking,  the  value  appropriated  is  the  market 
value.  This  will  frequently  be  found  to  be  specifically  provided 
for  in  the  appropriation  statutes  of  each  state.  Frequently  the 
value  to  be  appropriated  is  defined  by  law.  In  other  cases,  no 
particular  value  is  mentioned  and  no  definition  given.  In  such 
cases  the  "market  value"  is  appropriated 

By  "market  value"  is  meant  the  fair  and  reasonable  cash 
price  which  could  be  obtained  in  the  open  market,  not  at  forced 
sales  or  under  peculiar  circumstances,  but  at  voluntary  sales  as 
between  persons  who  are  not  under  any  compulsion  or  pressure 
of  circumstances,  and  who  are  free  to  act ;  or,  in  other  words,  as 
between  one  who  wants  to  sell  and  is  not  compelled  to  do  so, 
and  one  who  desires  to  purchase  and  is  not  obliged  to  do  so. 
The  value  is  that  for  any  and  all  uses,  present  and  ])otential.  the 
value  not  only  to  the  buyer  but  to  the  seller  and  the  public. 

The  market  value  of  real  estate,  or  of  anything  else,  is  only 
to  be  determined  from  sales,  (^nly  buyers  and  sellers  can  estab- 
lish a  market,  but  the  sales  themselves  are  not  put  in  evidence, 
only  opinions  of  value  based  upon  such  sales.  The  reason  is  that 
sales  at  different  times,  and  of  different  parcels,  involve  details 
of  comparison  which  it  re(|uires  experience  to  make,  and  the 
result  of  which  must  be  left  to  be  testified  as  the  conclusion  of 
the  mind  of  the  witness  ;  in  other  words,  the  opinion. 
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Market  Value — Residential  Property 

Certain  owners  of  real  property  in  a  city  in  New  York  at- 
tacked an  assessment  for  over-valuation  and  inequality.  The 
court,  in  passing  upon  the  case,  held  that  the  assessment  of  res- 
idential property  for  taxation  should  be  based  primarily  on  its 
market  value,  which  is  ordinarily  measured  by  the  price  which 
may  be  obtained  after  a  reasonable  and  ample  time  for  sale,  such 
as  would  usually  be  taken  by  an  owner ;  that  the  elements  deter- 
mining the  market  value  were  dependent  largely  upon  the  facts 
and  circumstances  surrounding  the  particular  case,  and  the  exer- 
cise of  good  judgment.  People  ex  rel  Sebring  v.  Dowd,  200  N. 
Y.  Supp.  500. 

Mineral  Rights  • 

In  assessing  certain  Pennsylvania  coal  lands,  the  assessors 
obtained  the  assistance  of  three  experts,  and  used  the  lowest  val- 
uation determined  by  them,  after  an  inspection  of  the  lands, 
which  was  based  upon  an  estimated  value  of  the  coal  in  place. 
The  assessment  was  resisted  by  the  owners  who  placed  in  evi- 
dence the  testimony  of  experts  as  to  the  actual  market  value  of 
the  lands,  based  upon  sales  in  the  locality,  which  was  consider- 
ably less  than  the  assessment.  The  court  reduced  the  assess- 
ment to  the  amount  claimed  by  the  owners.  It  held  that  the 
settled  law  of  the  state  required  land  to  be  assessed  for  what  it 
would  bring  at  a  fair  public  sale  and  that  scientific  formula,  arith- 
metical deductions  and  mental  contemplations,  no  matter  how 
desirable  they  might  be,  had  little  value;  that  such  methods 
might  be  resorted  to  only  in  the  absence  of  market  value ;  that 
where  market  value  was  shown  by  reliable  evidence,  it  must  con- 
trol.   In  re  Kemble's  Estate,  124  Atl.  694. 

Evidence  of  Cost  Admissible 

The  New  York  court  held  that  in  determining  valuation  for 
the  purpose  of  taxation,  where  a  property  had  no  market  value, 
or  so  limited  a  market  that  the  customary  testimony  of  market 
price  was  not  available,  evidence  of  the  cost  of  reproduction,  less 
depreciation,  was  admissible,  though  not  conclusive.  People  ex 
rel  New  York  Dock  Company  v.  Cantor  et  al ;  Same  v.  Goldfogle, 
203  N.  Y.  Supp.  424.  Foote  v.  Railway  Company,  21  O.  C.  C.  319. 

Market  Value  Supercedes  Reproduction  Cost 

In  a  proceeding  by  the  State  of  Alabama  to  assess  the  prop- 
erty of  a  realty  company  the  court  held  that  on  an  appeal  as  to 
the  valuation  of  theatre  property  evidence  of  the  reproduction 
cost  of  the  building  was  inadmissible  where  the  building  Was  used 
for  commercial,  gainful  purposes  and  had  a  market  value.  Corn- 
merrial  Realty  Company  v.  State,  96  So.  906. 
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Speculative  Value  Should  Not  Control 

In  assessing  certain  unimproved  lands  located  in  a  Wash- 
ing-ton municipality,  the  assessors  took  into  consideration  the  use 
to  which  such  lands  might  be  put  by  way  of  plotting  them  and 
selling  them  as  small  tracts  at  large  prices.  The  assessors 
claimed  that  the  dominant  value  of  the  lands  was  that  based  on 
the  use  to  which  they  were  capable  of  being  devoted.  The  court 
held  that  under  the  statutes,  land  was  required  to  be  assessed  at 
its  fair  market  value  at  the  time  of  making  of  the  assessment, 
which  did  not  mean  that  the  assessor  could  place  a  value  upon 
it  which  was  purely  speculative,  and  that  while  there  might  be 
a  possibility  of  great  value  in  the  indefinite  future,  the  weight 
of  the  evidence  indicated  that  the  present  value  was  one-quarter 
of  that  found  by  the  assessor.  Finch  v.  Grays,  Harbor  County, 
209  Pac.  833. 

The  important  point  about  this  case  is  that  the  assessors  as- 
sessed the  property  at  its  highest  possible  use.  viz.,  for  plotted 
lands.  The  owner  evidently  wanted  this  assessed  as  it  was  being 
used,  rather  than  what  it  would  sell  for.  If  this  is  good  law. 
then  lands  used  in  suburban  villages  for  farm  purposes  should 
not  be  assessed  at  what  the  property  will  sell  for  but  according 
to  the  use  made. 

Net  Income  a  Factor  in  Fixing  Value  of  Oil  Lands 

A  California  assessor  in  fixing  the  assessment  of  certain  oil 
lands  estimated  the  net  income  derived  from  their  total  oil  and 
gas  production  for  the  preceding  year,  and  capitalized  the  same 
at  10  per  cent.  To  the  result  he  added  a  nominal  amount  for  the 
surface  value  of  the  land  and  a  certain  amount  for  the  structural 
value  of  the  wells,  and  reduced  the  total  to  a  40  per  cent  basis. 
The  assessment  was  resisted  as  arbitrary  and  unequal,  but  was 
sustained,  the  court  holding  that  the  assessor  did  not  adopt  such 
a  method  of  valuation  as  was  out  of  relation  to  the  factors  which 
ordinarily  enter  into  a  fair  consideration  of  the  value  of  such 
property  and  that  the  assessment  was  not  discriminatory  and 
unjust,  when  compared  Avith  other  similar  property.  Birch  v. 
Orange  County,  210  Pac.  S7. 

There  is  no  justification  in  using  the  income  of  the  property 
as  a  basis  for  assessment.  Gibbs  v.  State  Board  of  Taxes  and 
Assessments  (1921)  Ct.  of  Er.  and  App.  N.  Y.,  129  Atl.  189.  But 
rentals  must  be  considered.  See  People  ex  rel  Szerlip  v.  Gold- 
fogle,  192  N.  Y.  Supp.  210. 

Value  to  Owner  Not  the  Criterion 

Certain  marsh  lands  in  Washington  were  used  by  a  gun 
club  as  a  hunting  preserve  and  in  assessing  such  lands  tin*  asses- 
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sor  based  his  valuation  on  the  value  of  the  use  to  which  the  prop- 
erty was  being  put.  The  court  held  that  such  basis  of  valuation 
was  fundamentally  wrong,  and  restrained  the  collection  of  the 
tax;  that  in  arriving  at  the  value  of  property  the  use  for  which 
the  property  was  adapted  might  be  taken  into  consideration,  but 
that  this  was  a  different  thing  from  actually  estimating  the  value 
of  the  use  which  was  being  made  of  the  property.  Samish  Gun 
Club  v.  Skagit  County.  204  Pac.  181. 

Golf  Property  to  be  Valued  as  Farm  Lands 

In  the  case  of  State  ex  rel  Oshkosh  Country  Club  v.  Petrick, 
Town  Clerk,  where  it  was  held  that  the  value  of  a  country  club 
for  taxation  purposes  was  not  the  value  to  it  and  was  rather  the 
value  of  adjacent  property  used  for  farming  purposes.  (It  should 
be  mentioned  in  this  connection,  however,  that  the  court  found 
that  it  is  a  matter  of  common  knowledge  that  there  is  no  sale 
for  a  golf  course  in  or  adjacent  to  a  city  the  size  of  Oshkosh.  The 
central  feature  of  this  case  was  the  question  whether  money  ex- 
pended in  a  club  in  improving  property  for  golf  purposes  could 
be  taken  into  consideration  in  valuing  the  same  for  purposes  of 
taxation.)    178  N.  W.  251. 

Intrinsic  Value  Supercedes  Selling  Value 

In  76  N.  J.  42.  case  of  Turnley  v.  City  of  Elizabeth,  it  was 
decided  that  the  selling  price  and  not  the  cost  price  is  the  crite- 
rion in  the  valuation  of  real  property.  On  the  other  hand  in 
State  ex  rel  Northwestern  Mutual  Life  Insurance  Company  v. 
Weiher  et  al,  188  N.  W.  598,  it  was  decided  in  the  Supreme 
Court  that  an  ofifice  building  is  assessable  on  its  intrinsic  value 
when  in  excess  of  its  selling  value.  In  this  case  the  court  held 
that  a  large  ofifice  building  having  an  intrinsic  value  in  excess  of 
the  sum  it  would  sell  for  because  built  for  a  specific  purpose  can 
only  be  valued  at  its  sale  value.  To  the  same  effect  the  opinion 
of  the  court  in  a  case  of  Massachusetts  General  Hospital  v.  In- 
habitants of  Belmont,  decided  in  the  Supreme  Judicial  Court  of 
Massachusetts,  reported  in  124  N.  E.  R.  21.  where  the  court  held 
that  the  value  of  realty  to  complainants  over  and  above  its  value 
to  any  other  owner  was  not  to  be  considered  in  fixing  its  fair 
cash  value  for  taxation  purposes.  See  In  Re  Potlach  Timber 
Company,  199  N.  Y.,  where  it  was  held  that  the  present  selling 
price  of  similar  buildings  in  the  same  locality  is  the  criterion  of 
value  in  the  eyes  of  a  purchaser,  and  not  the  intrinsic  worth  of 
the  building  to  the  owner  or  occupant.  But  see  State  ex  rel  v. 
ITalliday.  61  O.  S.  352.  to  contray  effect,  viz.,  that  value  to  owner 
controls  when  over  the  market  value. 


LEGAL  DECISIONS  REGARDING  APPRAISALS    2b\ 

All  Factors  of  Value  Must  Be  Considered 

In  the  foreg-oinj?  cases  courts  ha\e  considered  various  ele- 
ments of  value.  \^alue  is  based  on  orip^inal  cost  or  present  cost, 
value  based  on  reproduction  less  depreciation,  ^oing^  concern 
A'alue  or  value  in  liquidation,  etc.  \  arious  rules  and 
formulas  have  been  laid  down  by  the  courts  establishing 
the  different  kinds  of  value,  such  as  market,  cash, 
true,  reproduction,  etc.  It  is  questionable,  however,  whether 
value  may,  in  any  case,  be  deducted  from  any  pfiven 
formula.  In  the  Georgia  Railway  case,  the  Supreme  Court,  quot- 
ing from  the  Minnesota  Rate  Cases.  230  l^  S.  ^52,  said:  "The 
ascertainment  of  that  value  is  not  controlled  by  artificial  rules. 
It  is  not  a  matter  of  formulas,  but  there  must  be  reasonable 
judgment  having  its  basis  in  a  proper  consideration  of  all  rele- 
vant facts."  This  thought  has  been  expressed  so  repeatedly  by 
our  highest  court  that  it  must  he  accepted  as  a  guide  until  the*',: 
appears  a  definite  repudiation. 

What  are  the  relevant  facts  to  be  considered  ?  ^^'ith  the  excep- 
tion of  one  element,  the  accepted  legal  guide  is  found  in  Smyth 
V.  Ames,  169  U.  S.  466.  where  it  was  said :  "And  in  order  to  ascer- 
tain that  value,  the  original  cost  of  construction,  the  amount  ex- 
pended in  permanent  improvements,  the  amount  and  market 
value  of  its  bonds  and  stock,  the  present  as  compared  with  the 
original  cost  of  construction,  the  probable  earning  capacity  of  the 
property  under  particular  rates  prescribed  by  statute,  and  the 
sum  required  to  meet  operating  expenses,  are  all  matters  for  con- 
sideration, and  are  to  be  given  such  weight  as  may  be  iust  and 
right  in  each  case.  We  do  not  say  that  there  could  not  be  other 
matters  to  be  regarded  in  estimating  the  value  of  a  property." 

In  the  matter  of  the  estate  of  Arthur  Jones,  deceased,  a  pro- 
ceeding for  establishing  the  value  of  shares  of  stock  in  a  close 
corporation  for  inheritance  tax  matters,  the  Probate  Court  of 
Cuyahoga  County.  Ohio,  held  that  it  would  be  necessary  to  con- 
sider the  following  elements  in  determining  such  a  value :  First, 
general  business  conditions  prevalent  at  the  time  of  the  death  : 
second,  the  ease  or  stringencv  of  the  money  market :  third,  the 
public  demand  for  stocks  of  like  character;  fourth,  the  earninc 
power  of  a  company  over  a  series  of  years:  fifth,  dividends  paid 
over  a  period  of  years;  sixth,  admissions  of  the  decedent,  if  there 
were  any,  as  to  the  value  of  the  stock;  seventh,  the  loss  to  the 
company,  if  any.  due  to  the  death  of  the  decedent  because  of  his 
active  position  in  the  company  ;  eighth,  the  fact  of  a  minority  in- 
terest in  the  stock.  The  financial  statements  of  the  cornomtion 
covering  a  period  of  several  years  prior  to  the  death  of  the  dece- 
dent should  also  be  considered.    A  complete  statement  of  the  net 
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gains  and  losses  for  a  similar  period,  should  be  given  due  weight. 
Clearly,  evidence  of  none  of  the  above  points  should  be  excluded. 

While  the  foregoing  case  pertains  to  the  determination  of  a 
value  of  shares  of  stock  the  same  rules  and  principles  would 
seem  to  apply  in  fixing  the  value  of  the  shares  of  a  real  estate 
corporation.  Indeed,  it  is  questionable  whether  any  assessment 
of  real  estate  for  tax  purposes  could  not  be  challenged  in  case 
the  assessor  should  admit  a  failure  to  consider  any  factor  of 
value  in  arriving  at  a  conclusion.  See  also  Chew  v.  Grieve,  13 
O.  N.  P.  R.  358.  in  which  the  court  urged  that  the  true  value  in 
money  of  a  newspaper  must  be  arrived  at  by  ascertaining  the 
good  will  and  earning  capacity  and  every  other  fact  or  circum- 
stance bearing  on  the  question  of  value,  and  this  ruling  is  applic- 
able "notwithstanding  the  property  may  have  attained  large 
earning  capacity  by  reason  of  the  ability  and  skill  of  its  individ- 
ual managers,  and  its  earnings  might  be  greatly  diminished  were 
the  management  changed." 

In  State  ex  rel,  etc.  v.  Halliday,  61  O.  S.  352,  it  was  a  ques- 
tion of  valuing  a  telephone  receiver  which  was  valued  by  the 
company  at  $3.42,  but  which  had  an  annual  earning  value  of  $14 
per  instrument.  The  usual  ruling  that  property  is  worth  what  it 
will  sell  for  in  the  market  was  not  adhered  to,  the  court  holding 
that  the  value  to  the  owner  controlled  where  there  was  no  sell- 
ing value.  In  this  case,  the  court  says  "The  conscientious  officer 
will  avail  himself  of  every  avenue  that  leads  to  information 
w'hich  bears  on  the  question.  No  fact  or  circumstance  having 
such  bearing  will  be  disregarded.  That  the  income-producing 
capacity  of  an  article  is  an  important  factor  in  determining  its 
value  is  so  obvious  as  to  seem  beyond  the  bounds  of  contro- 
versy. This  doctrine  was  sanctioned  in  its  application  in  State 
V.  Jones,  Auditor,  51  O.  S.  513 :  and  in  Express  Company  v.  Ohio 
166  U.  S.  220,  and  no  reason  is  perceived  nor  has  any  been  as- 
signed why  a  principle  so  plain  and  just  should  not  be  applied 
universally  to  all  species  of  property. 

Factors  in  Valuing  Public  Utilities 

To  the  same  effect  are  the  decisions  in  regard  to  the  valua- 
tion of  railroads,  viz.,  that  all  factors  of  value  must  be  consid- 
ered. In  the  case  of  Chicago  &  N.  W.  Ry.  Co.  v.  Eveland  et  al., 
Tax  Commission  of  Dakota,  Circuit  Court  of  Appeals,  Eighth 
Circuit  (May  28,  1926)  the  court  said :  "There  is  no  doubt  that 
neither  the  net  revenue  of  an  operated  railroad,  nor  the  current 
market  value  of  its  stocks  and  bonds,  nor  any  other  class  of  com- 
petent evidence  is  the  sole  criterion  by  which  the  value  of  rail- 
road property  for  purposes  of  taxation  must  be  determined.  Rut 
there  are  some  classes  of  evidence  upon  this  subject  that  under 
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the  established  rules  of  law  and  evidence  and  in  reason  are  en- 
titled to  far  greater  influence  in  determining  such  value  than 
others.  After  a  thoughtful  reading  and  deliberate  consideration 
of  all  the  evidence  regarding  the  fair  value  of  the  property  of 
the  plaintiff  in  South  Dakota  assessable  by  the  defendant  tax 
commission  in  the  light  of  the  established  rules  of  law  and  evi- 
dence, to  which  reference  has  now  been  made,  we  are  unable  to 
resist  the  conclusion  that  the  tax  commission  of  South  Dakota 
and  the  court  below  in  their  consideration  of  the  evidence  and  in 
their  finding  of  the  value  of  the  property  of  the  plaintiff  in  South 
Dakota  fell  into  a  decisive  error  of  law  in  that  they  failed  to  give 
to  the  fact  that  the  plaintiff  derived  no  substantial  net  earnings 
from  this  property  in  South  Dakota  in  1921,  or  in  any  of  the  four 
previous  years,  and  to  the  market  value  of  the  stocks  and  bonds 
of  the  plaintiff,  the  decisive  influence  in  determining  the  value  of 
the  property  under  consideration  to  which  they  were  entitled." 

NOTICE  OF  ASSESSMENT 

Notice  Must  Be  Given  By  Assessor  of  Increase 

A  Tennessee  assessor  assessed  certain  property  and  subse- 
quently a  county  board  of  equalization  raised  the  assessment 
without  notice  to  the  property  owner,  although  the  statutes  re- 
quired such  notice.  The  property  owner  paid  the  tax  under  pro- 
test a  few^  days  after  it  was  delinquent  and  when  his  personal 
property  was  subject  to  seizure,  and  brought  suit  to  recover  such 
tax.  The  court  held  that  the  assessment  was  unlawful  because 
of  the  failure  to  give  notice  of  the  increase  and  that  the  payment 
of  the  tax  under  protest  was  not  voluntary  but  made  under 
duress,  St.  Louis  Basket  Box  Companv  v.  Lauderdale  Countv, 
241  S.  W.  99.    See  also  City  of  El  Paso 'v.  Howze.  248  S.  \V.  99. 

Notice  Not  Necessary 

A  county  board  of  tax  assessors  in  Georgia  increased  the 
valuation  returned  for  taxation  by  an  individual  without  giving 
him  any  previous  notice.  The  taxpayer  brought  suit,  contending 
that  the  tax  equalization  act  was  unconstitutional.  The  court  ob- 
served that  the  tax  equalization  act  provided  for  a  hearing  and  an 
arbitration  before  the  tax  became  irrevocably  fixed,  and  held  that 
as  the  taxpayer  had  not  asked  for  an  arbitration,  he  could  not 
complain  of  a  want  of  a  due  process  of  law.  and  therefore  upheld 
the  constitutionality  of  the  act  in  question.  It  also  held  the  other 
exceptions  were  likewise  without  merit.  McGregor  v.  Hogan, 
112  S.  E.  471. 

Notice  Not  Necessary  if  Taxpayer  Has  a  Remedy 

The  impossibility  of  the  State  Tax  Commission  giving  notice 
to  each  property  owner  before  it  acts  with  reference  to  valuations 
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on  different  classes  of  property  in  the  different  taxing  districts  is 
very  apparent.  Moreover,  the  fact  that  provision  has  been  made 
by  the  general  assembly  in  the  enactment  of  Section  12075,  Gen- 
eral Code,  by  which  suit  may  be  instituted  in  the  common  pleas 
court  to  enjoin  the  collection  of  illegal  taxes  assessed  against 
any  taxpayer,  fulfills  the  constitutional  requirement  of  due  pro- 
cess of  law  in  the  assessment  and  collection  of  taxes.  Davidson 
V.  New  Orleans,  96  U.  S.  97;  State  ex  rel  v.  Jones,  Auditor,  .SI 
O.  S.  492,  516;  The  C.  &  E.  Railroad  Company  v.  Keith  et  al., 
67  O.  S.  279,  292.  Tax  Commission  may  increase  aggregate 
value  of  a  taxing  district  without  notice.  Hammond  County 
Treasurer  v.  Winder,  Receiver,  100  O.  S.  433. 

Increase  Without  Notice 

Where  the  statute  requires  notice  to  be  given  a  taxpayer 
when  a  board  increases  the  assessment  of  his  property  over  that 
fixed  by  the  assessor  and  such  notice  is  not  given,  this  alone 
does  not  warrant  relief  by  way  of  injunction  against  collection 
of  the  tax  to  the  extent  of  the  increase  in  the  assessment.  The 
taxpayer  must  still  show  in  addition  that  the  assessment  is  ex- 
cessive. So  held  bv  the  Indiana  Court  in  .Schlosser  Bros.  v.  Huff, 
128  N.  E.  452. 

Horizontal  Increase — Notice  Not  Necessary 

Authorities  are  uniform  that  where  a  board  in  the  exercise 
of  statutory  powers  acts  not  upon  the  property  assessments  of 
individuals  or  particular  taxpayers,  but  upon  the  aggregate  as- 
sessments of  various  classes  in  the  several  taxing  districts  as 
units,  notice  is  not  required  to  be  given  to  individual  property 
owners  who  may  be  affected  by  the  action  of  the  board  in  in- 
creasing the  valuation  of  all  the  property  or  the  property  of  a 
particular  class  in  the  taxing  district.  Hubbard  v.  Goss,  Treas- 
urer. 157  Ind.  485;  Bi-Metallic  Investment  Company  v.  State 
Board  of  Equalization  of  Colorado,  239  L^  S.  441 ;  Spalding.  Tax 
Collector,  v.  Hill,  86  Ky.  656. 

Notice  of  Addition  by  Auditor  or  Board  of  Revision 

The  auditor  or  ])oard  of  revision  may  not  increase  a  tax  re- 
turn without  notice  or  opportunity  for  hearing.  A  county  board 
raised  an  assessment  and  gave  notice  thereof,  and  under  the  stat- 
utes, arbitrators  were  appointed.  They  failed  to  agree,  where- 
upon the  assessment  became,  under  the  statutes,  final.  A  tax- 
payer obtained  an  injunction,  which  was  vacated  by  the  supreme 
court  of  the  state.  Upon  writ  of  error  the  United  States  Su- 
preme Court  held  that  the  statute  was  void  as  not  allowing  the 
taxpayer  notice  and  denying  the  process.  The  court  held  that 
in   assessment   proceedings  heft»re   the   tax   becomes   irrevocably 
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fixed,  the  taxpayer  must  have  opportunity  to  be  heard,  of  which 
he  must  have  notice.  210  U.  S.  385;  237  U.  S.  413;  that  m  this 
case  no  such  opportunity  was  <jiven  before  the  assessment  be- 
came final  and  hence  there  was  a  denial  of  due  process  within  the 
ruling  in  Central  of  Georgia  v.  Wright,  207  V.  S.  147.  and  kin- 
dred cases.  The  court  held  that  the  injunction  against  collec- 
tion of  the  tax  should  have  been  granted.  Turner  v.  Wade,  254 
U.  S.  64. 

PRESUMPTION  OF  CORRECT  ASSESSMENT 

In  the  absence  of  fraud  on  the  part  of  an  assessor,  his 
method  of  arriving  at  the  valuation  of  property  is  a  matter  com- 
mitted entirely  to  his  determination.  Kern  River  Company  v. 
County  of  Los  Angeles,  164  Cal.  751  ;  citing  San  Jose  Gas  Com- 
pany V.  January,  57  Cal.  614;  Los  Angeles  v.  Western  Union 
Company,  161  Cal.  206.  Distinguishing  Los  Angeles  Gas  and 
Electric  Company  v.  County  of  Los  Angeles,  162  Cal.  185. 

Court  cannot,  except  where  there  is  fraud  or  mistake,  go  into 
the  matter  of  an  assessment  being  excessive  and  arbitrary,  pro- 
vided the  method  pursued  in  making  the  assessment  is  that  pre- 
scribed by  law,  and  the  thing  assessed  is  the  thing  which  is  re- 
quired to  be  assessed.  Miller  &  Lux,  Inc..  v.  Richardson,  182 
Cal.  115.  Wagoner  v.  Loomis,  37  O.  S.  571.  Stanton  v.  Tax 
Commission,  114  O.  S.  682. 

Courts  have  uniformly  upheld  assessments  unless  there  was 
fraud  in  its  conception.  The  conclusion  of  assessing  officers  as 
to  the  value  of  property  for  purposes  of  taxation,  when  honestly 
arrived  at  and  when  not  made  in  pursuance  of  some  fixed  rule 
or  general  system  the  result  of  which  is  necessarily  discrimina- 
tory and  inequitable,  is  conclusive  in  the  courts,  however  erron- 
eous the  conclusions  of  those  officers  may  be."  Los  Angeles 
Gas  and  Electric  Company  v.  January,  57  Cal.  614;  Henne  v. 
County  of  Los  Angeles,  129  Cal.  297. 

An  assessor  is  required  to  exercise  his  best  judgment  in  de- 
termining the  value  of  property  to  be  assessed  and  the  presump- 
tion is  that  his  of^cial  duty  has  been  regularly  performed.  Bal- 
lerino  v.  Mason,  83  Cal.  447. 

Presumption  of  Correctness  May  Be  Overcome 

In  a  proceeding  to  review  an  assessment  of  real  estate  in 
New  York  it  was  shown  that  adjoining  real  estate  was  assessed 
lower  than  the  real  estate  in  question.  There  was  a  wide  differ- 
ence between  the  value  submitted  by  the  experts  for  the  taxpayer 
and  the  city,  and  such  difference  appears  to  have  been  due  to  the 
failure  of  taxpayers'  experts  to  consider  the  rents  of  the  prop- 
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erty  in  question.  The  court  sustained  the  assessment  on  the 
ground  that  the  taxpayer  had  failed  to  overcome  the  presumption 
of  its  correctness.  It  held  that  it  was  not  sufficient  to  show 
merely  that  adjoining  property  was  assessed  lower  than  the 
property  in  question.  People  ex  rel  Szerlip  v.  Goldfogle,  192  N. 
Y.  Supp.  210. 

Excessive  Valuation  Not  a  Presumption  of  Fraud 

An  excessive  valuation  is  not  by  itself  alone  evidence  of 
fraud,  and  any  inference  of  presumption  of  fraud  arising  from 
merely  excessive  valuation  is  repelled  by  proof  that  the  valuation 
was  arrived  at  by  a  proper  method.  City  of  Los  Angeles  v. 
Western  Union  Oil  Co.,  161  Cal.  204;  distinguishing  Postal  Tele- 
graph Cable  Company  v.  Dalton,  119  Cal.  604. 

The  assessment  of  property  for  the  purpose  of  taxation  is  a 
function  of  the  executive  department  of  the  government ;  and  the 
judiciary  has  no  power  or  jurisdiction  to  inquire  as  to  the  actual 
value  of  property  for  the  purpose  of  taxation,  in  order  to  deter- 
mine whether  there  has  been  a  misrepresentation  of  its  value. 
Clunie  v.  Siebe,  112  Cal.  593. 

RELIEF— REMEDY  FROM  EXCESSIVE  VALUATION 

Complainants  Must  Exhaust  Administrative  Remedy 

Where  county  commissioners  have  fully  complied  with  the 
provisions  of  Section  1214  G.  C.  (Ohio)  in  fixing  assessments 
upon  land  owners  for  the  improvement  of  an  inter-county  high- 
way, and  given  notice  thereof  as  required  by  that  section,  and 
have  not  otherwise  exceeded  their  statutory  authority,  a  land 
owner  may  not  enjoin  the  collection  of  the  assessment  under 
authority  of  Section  12,075  G.  C.  when  he  has  failed  to  file  ob- 
jections thereto  with  the  county  commissioners  as  required  by 
the  former  section.  The  provisions  of  Section  1214  G.  C.  giving 
the  owner  the  right  to  file  such  objections,  and  authorizing  the 
board  of  county  commissioners  to  change  assessments  so  as  to 
make  the  same  just  and  equitable,  furnish  the  owner  an  adequate 
remedy  at  law,  which,  if  the  proceedings  are  otherwise  legal,  he 
must  pursue  before  resorting  to  a  court  of  equity  for  relief.  See 
also  Columbia  Savings  Bank  v.  County  of  Los  Angeles.  137 
Cal.  467. 

A  party  seeking  relief  from  an  alleged  illegal  and  unjust 
taxation  value  must  first  exhaust  all  his  legal  remedies  before  re- 
sorting to  a  court  of  equity ;  and  where  the  law  provides  the  tri- 
bunal to  which  he  can  appeal  for  relief  such  as  a  board  of  com- 
plaints, state  tax  commission,  or  board  of  revision,  he  must  avail 
liimself  of  such  opportunity  before  he  can  be  heard  in  a  court 
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of  equity.  Helmer  v.  McCarthy,  6  Ohio  App.  423 ;  28  O.  C.  A. 
396;  Hammond,  Treasurer,  v.  Windner,  112  O.  S.  158.  Before 
one  can  be  entitled  to  invoke  the  aid  of  a  court  of  equity  by  the 
extraordinary  remedy  of  injunction,  something-  more  than  an 
irregularity,  or  illegality  in  procedure,  or  arbitrary  official  action, 
must  be  shown.  There  must  be  a  wrong,  an  injustice  or  an  irre- 
parable injury  for  which  the  law  provides  no  adequate  remedy; 
otherwise  no  relief  can  be  granted.  Helmer  v.  McCarthy,  6 
Ohio  App.  423. 

Taxpayer  Must  Be  Active 

The  Colorado  court  held  that  where  a  taxpayer  failed  to  ap- 
ply to  the  tax  commission  and  board  of  e(|ualization  from  a  hori- 
zontal increase  in  assessment,  and  remained  inactive  long  after 
the  tax  was  levied,  he  was  not  entitled  to  recover  the  taxes 
claimed  to  be  excessive  and  paid  by  him  under  protest.  Union 
National  Bank  of  Greeley  v.  Board  of  Commissioners  of  Weld 
County,  225  Pac.  851.    Hammond,  Treas.,  v.  Windner,  Supra. 


CHAPTER  23 
APPRAISALS    UNDER    SINGLE    TAX 


A  query  and  an  answer — What  would  happen  under  a 
single  tax  system — Endless  difficulties  involved  in  dissi- 
pating capital  values — What  experts  in  land  economics 
believe — Economic  rents  would  increase  rather  than 
diminish — A  problem  and  its  answer — Residential  prop- 
erty would  become  a  drug  on  the  market — All  taxes  tend 
to  depress  land  values — What   John  Locke  said  in   1692. 

Recently  a  letter  was   received   from  an   ardent  student  of 
taxation  theory  and  an  adherent  of  single  tax,  as  follows : 

"For  several  years  I  have  earnestly  studied  and 
advocated  sing-le  tax.  I  believe  in  theory  that  it  is  in- 
vulnerable. There  can  be  no  question  that  a  system  of 
taxation  of  land  values  according  to  benefits  is  far 
better  than  our  hodge  podge  system  of  taxing  labor, 
income,  industry,  consumption,  expenditure,  etc.,  etc. 
But  I  am  at  a  loss  to  understand  the  administrative  side 
of  such  a  tax.  If  all  taxes,  national,  state,  county  and 
local  taxes,  are  to  be  levied  on  the  capital  value  of  land, 
there  will  remain  no  capital  value  to  assess.  A  tax  rate 
of  at  least  $15.00  per  $100  of  present  assessed  value 
would  be  necessary.  But  this  would  absorb  more  than 
the  present  economic  rent  of  land  since  the  tax  rate  is 
now  approximately  $2.50  per  $100  of  value  and  the  cap- 
ital value  represents  a  capitalization  of  6  per  cent  earn- 
ings thereon,  total  net  earnings  8.50  per  cent  on  the 
capital  value.  If  the  government  then  levies  a  15  per 
cent  rate,  it  will  more  than  absorb  the  present  economic 
rent.  If  the  government  absorbs  more  than  the  eco- 
nomic rent,  first.  What  value  will  inhere  in  the  owner- 
ship of  land?  and  second,  Will  the  capital  inethod  of 
assessment  not  become  a  real  estate  earnings  tax  with 
all  of  its  difficulties  of  estimating  and  determining  the 
rental  without  sales  to  guide  it?  and  third,  Are  our 
cities  e(|uipped  with  sufticient  expert  office-holders  to 
administer  such  a  system  when  manifestly  they  are  now 
incompetent  to  assess  property  at  its  capital  value  with 
an  active,  even  feverish,  capital  value  market? 

"Single   Taxer." 
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This  suggests  a  controversy  that  would  fill  volumes.  A 
number  of  moot  questions  and  disputed  answ^ers  arise.  It  is 
perhaps  true,  that  a  tax  rate  of  $15  per  $100  present  valuation 
would  be  necessary  to  collect  all  local,  county,  state  and  proper 
prt)portion  of  federal  taxes.  If  such  a  rate  should  be  applied 
to  the  present  economic  rent,  it  would  apparently  leave  no  resi- 
due for  the  title-holder  of  land  and  therefore  there  would  remain 
no  capital  value  for  such  owner.  The  economic  rent  may  be 
regarded  as  the  rental  paid  for  present  or  potential  use,  and  in 
general  represents  aprpoximately  6  per  cent  of  the  capital  or 
salable  value,  when  the  latter  is  not  inflated  by  speculation. 

In  our  large  and  growing  cities  the  economic  rent  is  much 
less  in  business  districts  than  6  per  cent  on  the  sales  value.  If, 
therefore,  the  entire  economic  rent  is  absorbed,  nothing  would 
remain  for  determination  but  a  rental  value,  not  to  the  owner 
but  to  the  state.  The  earnings  available  to  competitors  for  the 
use  of  a  given  site  would  be  determined  either  by  competitive 
bids,  whenever  an  application  for  the  use  of  a  vacant  lot  were 
submitted,  or  in  the  case  of  an  improved  lot,  when  the  lease  ran 
out,  or  when  some  other  person  applied  for  its  use.  It  is  prob- 
ably true  that  the  administration  of  such  a  system,  unaided  and 
unguided  by  sales,  would  involve  far  greater  difficulties  than 
appraisers  now  encounter.  In  letting  property  for  use  or  for 
renewed  use,  questions  of  solvency  or  insolvency  of  bidders 
would  arise,  questions  of  repair,  the  desirability  of  th«  particu- 
lar kind  of  business  proposed  in  the  particular  locality,  the  up- 
keep and  maintenance  of  the  structure,  insurance,  repair  and 
decoration,  and  remedies  for  failure  to  perform,  which  the  state 
at  present  is  little  equipped  to  perform  efficiently  and  well.  An 
opportunity  for  graft  and  corruption,  incomparable  in  magnitude 
with  any  exercise  of  any  present  function  of  state  would  arise. 
Despotic  power  would  be  necessary  to  regulate,  for  better  or 
worse,  our  present  land  tenure  and  land  taxation  system.  The 
state  would  attempt  to  function  where  hundreds,  even  thousands, 
of  landlords  now  perform. 

Professor  Richard  T.  Ely  in  his  "Land  Policies"  indicates 
some  of  the  political  difficulties  in  administering  the  leasehold 
system  of  land  tenure,  under  which  we  would  jMobably  operate 
under  a  system  of  single  tax.      He  says: 
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"Politically  considered,  the  leasehold  seems  to  be 
an  impossibility  under  a  democratic  government.  Sup- 
pose we  had  started  with  a  leasehold  system  in  the 
United  States?  We  would  have  had  the  land  users 
working-  politically  to  secure  full  private  ownership  as 
they  did  in  New  Zealand,  where  they  voted  for  the  partv 
that   promised   to   turn   the   leaseholds   into   freeholds." 

"Of  course,  this  is  the  logical  outcome.  The  lease- 
hold is  something-  not  workable  when  government  is 
under  popular  control.  There  are  illustrations  of  this  in 
American  history.  Two  Ohio  universities  ■ —  Miami 
University  at  Oxford  and  Ohio  University  at  Athens — 
started  with  splendid  endowments  of  land  from  the  fed- 
eral g-overnment,  which  were  granted,  however,  subject 
to  the  control  of  the  state  legislature.  In  both  cases  a 
leasehold  system  was  established  allowing-  for  revalua- 
tion and  increase  of  rents  at  definite  periods.  In  both 
cases  laws  were  secured  from  the  legislature  doing  away 
with  the  revaluation  provisions  and  virtually  converting 
the  leaseholds  into  freeholds.  As  a  result  Ohio  Uni- 
versity has  an  income  of  only  $4,200  a  year  from  44,000 
acres  of  land,  and  in  the  fiscal  year  1919-1920  Miami 
University  received  $6,955.56  from  24,403  acres.  In  the 
latter  case  the  lands  were  free  from  state  taxes,  which, 
if  assessed,  would  have  reached  a  larger  figure  than  the 
rents  that  were  paid." 

"Even  when  the  government  made  leases  of  land 
on  a  credit  system  from  1800  to  1820,  it  was  difficult  to 
collect  the  deferred  payments,  and  political  activity 
secured  the  passage  of  one  relief  act  after  another, 
extending  time  of  payments,  remitting  interest,  allow- 
ing relinquishment  of  the  part  unpaid  for  and  retention 
of  an  amount  of  land  covered  by  the  payments  already 
made." 

"If  all  our  public  land  had  been  disposed  of  under 
a  leasehold  system,  it  would  have  been  impossible  to 
maintain  that  system  with  the  public  as  landlord,  for 
the  people  would  have  brought  pressure  to  bear  to 
secure  full  freehold  property,  and  that  pressure  would 
have  prevailed. 

"In  New  Zealand  also,  Siegfried  (in  his  book  De- 
mocracy in  New  Zealand)  says,  'Democracy  has  tri- 
umphed over  socialism  so  far  as  the  land  is  concerned. 
The  man  who  owns  land  wants  to  feel  that  he  has  no 
superior  over  him.     He  recognizes  that  he  has  to  pay 
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taxes  and  docs  not  complain  about  that ;  nor  does  he 
generally  complain  because  they  are  working  toward  a 
limitation  of  holding — 400  acres  as  a  maximum  holding 
of  the  best  land.  But  he  does  want  to  know  that  what- 
ever land  he  has  is  his'." 

The  foregoing  sets  forth  the  political  difliculties  if  the  eco- 
nomic rent  is  entirely  absorbed  and  taken  by  the  state,  which 
our  most  prominent  single  taxers  contend  for  as  the  principal 
and  ideal  purpose  of  their  propaganda. 

It  is  not  so  certain,  however,  that  the  entire  economic  rent 
would  be  taken  so  far  as  the  present  tax  burden  in  the  United 
States  is  concerned.  It  must  be  remembered  that  land  enjoys 
all  social,  economic  and  political  benefits.  It  is  the  barometer 
of  civilization.  If  this  country  has  continued  peace,  land  value 
increases  and  becomes  stabilized.  Indeed,  only  enduring  and 
permanent  income  may  be  capitalized.  When  society  is  well 
organized  into  self-sufficient  and  contented  units,  the  ownership 
of  land  enjoys  higher  values.  \\'hen  economies  are  effected  in 
government,  when  the  country  enjoys  cheap  transportation, 
cheap  gas,  cheap  electricity,  proximity  to  markets,  better  police, 
fire  protection,  cheap  telephone  and  telegraph  systems,  in  short, 
when  there  is  greater  economy  and  efficiency  in  public  as  well 
as  in  private  life — this  will  all  tend  to  increase  land  values. 

John  B.  Sharpe  in  his  "The  New  Political  Economy"  sets 
forth  this  principle  in  the  following: 

"I  would  have  you  see  also,  that  all  those  efiforts  for 
social  amelioration,  so  excellent  in  themselves,  such  as 
the  promotion  of  temperance,  the  purification  of  politics, 
greater  efficiency  in  moral  and  religious  instruction,  the 
heightening  of  the  civic  sense  and  the  political  judg- 
ment, every  aspiration  indeed  for  w'hat  is  high  and  bet- 
ter, every  impulse  towards  what  is  good  and  noble  that 
finds  organized  expression  in  society,  serves  but  to  in- 
crease the  rental  value  of  land  without  increasing  the 
wages  of  labor.  Imagine,  if  you  please,  a  community  in 
which  all  the  citizens  were  honest,  temperate  and  indus- 
trious;  in  which  vice  and  indolence  and  inimcjrality  were 
no  longer  to  be  found  !  A\\)uld  it  not  be  deemed  a  most 
desirable  place  to  live,  and  would  not  man}-  ])ersons 
eagerly  seek  homes  in  such  a  community  in  order  that 
they  might  enjoy  the  peace  and  security  and   all   the 
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good  influences  that  would  abound?  But  what  would 
be  the  economic  effect  of  all  this?  Is  it  not  clear  that 
it  would  find  expression  in  increased  rent,  that  those 
who  owned  the  land  in  such  a  community  would  charge 
a  premium  for  the  use  of  it?  Manifestly  they  would. 
And  since  this  increased  price  would  have  to  be  paid 
by  the  laborer  out  of  his  earnings,  it  becomes  apparent 
that  the  economic  effect  of  such  reforms  is  not  to  in- 
crease wages,  lighten  toil  and  mitigate  want,  but  to 
increase  the  value  of  land." 

Professor  Richard  T.  Ely  says  in  his  "Costs  and  Income  in 
Land   Utilization" : 

"It  was  long  ago  observed  by  Cicero  that  peace  and 
tranquility  increases  the  selling  value  of  land. 
The  moral  character  of  the  population  is  seen  in  thrift, 
self-control,  foresight,  also  in  land  values.  .  .  .  In- 
creasing wealth,  though  it  may  not  increase  the  demand 
for  land,  may  add  to  the  selling  value  of  land,  other 
things  being  equal,  because  it  makes  the  waiting  for 
future  incomes  easier." 

So  the  benefits  of  a  better  and  cheaper  taxation  system 
would  undoubtedly  result  in  higher  benefits  and  rewards  in  the 
use  of  land.  Present  economic  rents  would  therefore  increase 
rather  than  diminish.  It  is  easily  understood  that  communities 
realizing,  say,  one-third  of  their  taxes  from  land,  one-third  from 
buildings  and  one-third  from  personal  property,  would  under 
single  tax  enjoy  in  the  use  of  land  a  geater  benefit  with  the  last 
two  tax  burdens  lifted.  These  other  taxes  would  be  capitalized 
into  greater  land  values.  Likewise  the  national  import,  income 
and  internal  revenues  and  consumption  taxes — immunity  there- 
from would  involve  relief,  immediately  increasing  the  value  of 
the  residuary  legatee,  namely,  land  values.  This  would  mean 
increased  rents  to  be  paid  by  the  user.  Only  thus  in  greater 
economic,  commercial  and  industrial  activity  could  be  expected 
an  offset  to  the  effacing  of  present  land  values,  now  low  because 
industry  and  capital  is  hampered  by  exhausting  tax  burdens. 
W^here  the  burden  is  now  greatest,  land  values  are  most  de- 
pressed. The  release  of  such  industry  and  capital  in  localities 
where  the  l)urden  is  now  greatest  would  involve  the  greatest 
increase  of  land  values.  In  the  battle  of  higher  rates  versus 
greater  economic  benefits,  land  values  might  still  be  sufificient 
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to  retain  their  present  expression  of  value,  the  capital  value. 
Any  absorption  of  the  economic  rent  short  of  entire  confiscation 
would  still  result  in  speculation  of  land  ownership.  If  no  value 
is  left,  if  the  entire  economic  rent  is  absorbed,  the  administration 
of  the  resultant  tax  system  based  on  rentals  which  the  merchant 
or  home  owner  "could  afford  to  pay"  would  be  fraught  with 
dire  and  devastating  consequences,  comparable  only  with  the 
late  Russian  socialistic  debacle. 

Try  a  formula,  for  example.  Let  it  be  assumed  that  the 
economic  rent  of  a  tract  of  land  today  is  $750.  The  tax  rate  is 
$2.50  per  $100  and  the  market  rate  of  money  is  5  per  cent  and 
the  assessment  at  100  per  cent.  It  has  been  shown  elsewhere 
herein  that  under  existing  economic  conditions  the  value  would 
be  $10,000.  The  formula  would  be— $750  is  7.5  per  cent  of  what 
number?  Let  us  also  assume  that  there  is  raised  in  the  com- 
munity from  the  building  on  the  premises  $750  in  taxes  and 
from  the  merchant  on  his  stock  of  goods  also  $750  and  from  the 
latter  two  a  national  tax  of  $2250.  Now  as  this  $3750  tax 
($1500  local  and  $2250  national)  is  released,  the  land  ownership 
would  profit  and  land  values  increase.  How  much,  nobody 
knows.  If,  however,  the  $3750  would  inure  to  the  benefit  of 
land  ownership  only  to  the  extent  of  50  per  cent  of  the  released 
tax.  a  capitalization  of  the  economic  rent  at  5  per  cent  would 
result  in  a  largely  increased  value.  To  the  former  economic 
rent  of  $750,  add  $1875  (one-half  of  $1500  local  tax  and  $2250 
federal  tax),  making  $2325  economic  rent.  The  formula  then 
would  be  $2325  divided  by  20  per  cent  (5  per  cent  interest  and 
15  per  cent  tax  rate)  equals  $11,625.  In  other  words,  the  land 
has  not  depreciated,  if  economic  rent  appreciates  by  one-half 
of  the  liberated  tax.  If  it  will  appreciate  by  only  one-quarter  of 
the  liberated  tax,  a  capital  value  of  $8435  will  still  remain.  It 
is  highly  probable  that  the  capital  value  would  increase  by  more 
than  the  liberated  tax. 

While  the  above  illustrations  are  applied  to  a  single  parcel. 
the  proportion  of  various  taxes  will  hold  true  as  to  the  combined 
values  of  a  city,  where  the  rates  are  approximately  proportion- 
ate. It  will  make  a  greater  or  less  difference  to  property  highly 
or  poorly   improved  as   between   owners.     The   more  highly  a 
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property  is  improved,  the  greater  it  would  protit.  In  the  case  of 
vacant  land,  it  is  believed  that  it  would  soon  be  improved  at 
least  by  a  "taxpayer"  as  a  $15  tax  rate  on  $100  of  assessment 
would  soon  eat  up  the  capital  value.  There  would  thus  be  two 
major  and  counteracting  movements,  a  higher  tax  rate  con- 
suming the  capital  value  and,  on  the  other  hand,  better  economic 
conditions  tending  towards  increased  rentals,  resulting  in  higher 
capital  values. 

As  to  residential  property,  it  probably  would  become  a  drug 
on  the  market.  Vacant  land  paying  $15  per  $100  of  assessed 
value  would  soon  eat  itself  up,  so  that  large  cjuantities  of  such 
land  would  be  thrown  upon  the  market.  Only  that  in  use  would 
pay  rent.  It  is  possible  that  the  effect  of  such  large  quantities 
of  vacant  land  would  so  reduce  the  value  of  adjacent  or  business 
property  as  to  reduce  the  capital  value  of  the  property  much 
below  the  estimates  noted. 

The  above  presentation  of  single  tax  administrative  condi- 
tions may  be  somewhat  crude.  It  is  subject  to  certain  modifi- 
cations as  to  whether  it  applies  to  a  locality  only  or  whether  the 
tax  is  state-wide  or  nation-wide ;  whether  there  is  free  trade 
with  foreign  countries ;  whether  capital  between  nations  is  thor- 
oughly liquid  and  whether  immigration  of  labor  is  restricted. 

The  doctrine  herein  presented  that  all  taxes  tend  to  depress 
land  values  and  conversely  that  a  liberation  therefrom  will  tend 
to  increase  them  is  not  as  novel  as  it  appears.  As  early  as  1692, 
the  noted  English  philosopher,  John  Locke,  wrote : 

"It  is  in  vain,  in  a  country  whose  great  fund  is 
Land,  to  hope  to  lay  the  public  charge  of  the  govern- 
ment on  anything  else,  there  at  last  it  will  terminate. 
The  merchant  (do  what  you  can)  will  not  bear  it;  the 
laborer  cannot,  and  therefore  the  land  owner  must ;  and 
whether  it  were  best  to  do  it,  by  laying  it  directly  where 
it  will  last  settle,  or  by  letting  it  come  to  him  by  the 
sinking  of  his  rents,  which  when  they  are  once  fallen, 
every  one  knows  are  not  easily  raised  again,  let  him 
consider." 

In  1734  Jacob  Vanderlint  contended  that  the  abolition  of 
existing  taxes  would  inure  to  the  land  owner  by  increasing 
its  value.     He  urged  that : 
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"Prices  of  commodities,  when  freed  from  taxation, 
either  will  remain  the  same  or  will  fall,  if  they  remain 
the  same — assuming  also  that  there  has  been  no  change 
in  the  money  supply — the  cost  of  production  will  de- 
crease, because  of  the  abolition  of  the  tax  on  the  pro- 
ducers. The  difference  between  cost  and  price,  how- 
ever, is  rent.  Hence,  the  only  result  will  be  to  increase 
the  rent  of  the  land  owner.  On  the  other  hand,  if  the 
prices  fall,  demand  wall  increase.  But,  since  all  com- 
modities, in  last  resort,  come  from  the  land,  this  in- 
creased demand  means  higher  rent.  Thus,  from  either 
point  of  view',  remission  of  taxes  redounds  to  the  wel- 
fare of  the  landlord.  In  other  words,  the  burden  of  all 
taxes  is  on  the  land." 

Vanderlint  accordingly  proposed  a  single  tax  on  land,  as  at 
once  far  cheaper  and  far  better  than  the  existing  complicated 
and  inconvenient  taxes,  which  after  all,  in  his  opinion,  finally 
fall  on  land. 

The  immediate  effect  of  certain  taxes  is  perfectly  plain. 
It  is  plain  that: 

1 — A  tax  on  the  farmer's  product  depresses  the  value  of 
his  farm  ; 

2 — A  tax  on  the  merchandise  of  merchants  and  the  product 
of  manufacturers  depresses  the  value  of  the  land  occupied ; 

3 — A  tax  on  a  mortgage  depresses  the  value  of  lands ; 

4 — A  tax  on  money  depresses  land  values  in  general ; 

5 — A  tax  on  a  residence  depresses  the  value  of  the  site  ; 

6 — A  tax  on  stocks  and  bonds  depresses  the  value  of  the 
underlying  securities ; 

7 — A  tax  on  public  utilities  affects  the  value  of  sites  served 
by  them. 

But  it  is  not  so  easy  to  observe  the  direct  effect  of  a  par- 
ticular sales  tax  on  real  estate  in  general.  And  yet  a  tax  on 
sales  of  a  merchant,  or  obversely,  on  the  expenditures  of  the 
buyer,  raises  the  prices  in  general,  reducing  the  consumer's  pur- 
chasing power,  sterilizes  commerce  and  industry  and  thus  re- 
duces the  rental  paying  power  of  the  tenant,  which  rental  paying 
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power  is  the  barometer  and  controls  the  rental  which  a  land- 
lord may  demand  and  which  is  capitalizable  into  land  values. 
There  are  many  points  of  uncertainty  and  confusion  in  a 
field  hitherto  little  developed.  It  is  hoped  that  a  stimulus  will 
be  offered  for  a  wider  and  more  intensive  discussion  of  the 
economic  and  administrative  effects  of  a  single  tax  on  land 
values. 


CHAPTER  24 
SENSING    THE    MARKET 


Analyzing  available  data  for  use  by  appraiser — Surveying 
the  real  estate  market — Maintaining  a  schedule  of  store 
vacancies — How  apartment  vacancies  may  be  recorded — 
"Weighing"  the  real  estate  market — Evidences  of  the 
trend  of  business — Analyzing  "for  sale"  and  "for  rent" 
advertisements — Noting  the  number  of  transfers  and 
conveyances  in  a  city — Keeping  track  of  real  estate  fore- 
closures— The  relation  of  realty  growtli  as  determined 
by  population — Recording  the  building  permits  and  con- 
tracts— Keeping    in    touch    with    building   costs. 


Appraising  of  real  property  involves  an  estimate  of  future 
earnings,  which  in  turn  involves  consideration  of  future  eco- 
nomic,   political    and    social    conditions. 

Henry  Babcock,  in  his  excellent  work,  "The  Appraisal  of 
Real  Estate,"  says:  "It  is  clear  that  both  potential  buyer  and 
potential  seller  are  interested  in  the  present  value  of  the  future 
utility.  They  are  dealing  with  probabilities  and  not  certainties. 
The  appraiser's  opinion  of  value  is  a  composite  of  these  values 
which  go  to  make  up  a  market." 

The  captain  of  industry  in  fixing  prices  of  his  commodity 
to  be  delivered  in  the  future  calls  to  his  aid  surveys  by  the 
national  government  and  innumerable  market  experts,  many  of 
whom  enjoy  subscriptions  to  their  market  reports  running  into 
hundreds  of  thousands  of  dollars  annually.  Such  market  reports, 
based  largely  upon  the  United  States  Survey,  published  weekly 
and  monthly,  attempt  to  prognosticate  prices  through  a  con- 
sideration of  many  lines  of  activity. 

The  federal  government  survey  collates  and  submits,  for 
example,  the  average  monthly  and  yearly  ])roduction  of  staple 
articles  on  an  index  basis,  including  the  wholesale  index  of  food, 
shelter    and    clothing.      The    prices    of    industrial    and    railrt)a<-l 
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stocks,  of  bank  clearings,  the  commercial  paper  interest  rate, 
imports,  exports,  bond  prices,  reserves  of  the  Federal  Reserve, 
etc.,  are  shown.  This  detailed  Survey  casts  every  possible  ray 
of  light  as  to  future  conditions.  The  sales  of  mail  order  houses, 
of  prominent  chain  stores,  and  of  department  stores  are  sched- 
uled as  a  basis  for  comparison  month  by  month  and  year  by 
year.  Prices  are  analyzed  not  only  as  to  wholesale  values  but 
also  as  to  production  values.  Car  loadings  and  available  car 
supplies  are  also  items  of  consideration.  All  of  these  figures 
are  placed  on  an  index  basis,  forming  interesting  and  easily 
comprehensible  comparisons  where  quantity  figures  might  mys- 
tify or  confuse. 

So,  therefore,  it  is  necessary  for  the  wide-awake  appraiser 
to  sense  the  realty  market.  The  up-to-date  realty  man  must  be 
ready  to  argue  from  facts  and  figures  why  realty  values  in  gen- 
eral will  go  up  or  down.  Exceptions  there  will  always  be  to 
the  rule.  Local  conditions  may.  vary  in  general  effect,  but  gen- 
eral conditions  or  tendencies  must  be  known,  for  these  work 
silently  and  inexorably.  The  prospective  buyer  is  but  partially 
informed,  so  the  realtor  should  be  ready  to  supply  the  omitted 
factors,  and  offer  a  comprehensive  viewpoint. 

Consider,  by  way  of  example,  a  few  of  the  surveys  needed 
in  every  city  to  intelligently  sense  the  real  estate  market.  Data 
should  be  collected  either  by  a  realty  board,  or  some  outstanding 
realty  organization,  of  the  tendency  of  vacancies.  It  should  be 
known  whether  they  are  increasing  or  decreasing.  The  realtor 
finds  a  prospective  tenant  arguing,  perhaps,  that  a  certain  thor- 
oughfare, or  block,  is  "going  dead."  How  can  this  be  argued 
away?  Only  by  facts,  by  actual  count,  by  empirical  informa- 
tion, by  scientific  study. 

In  some  cities  a  number  of  agencies  semi-annually  tabulate 
the  number  of  retail  store  vacancies  not  only  on  the  various 
main  avenues,  but  also  by  blocks  or  sections  of  each  thorough- 
fare. At  the  same  time  the  number  of  available  store  units 
must  also  be  enumerated,  for  it  is  evident  that  a  greater  num- 
ber of  vacancies  might  possibly  indicate  a  favorable  condition 
if  the  available  number  of  stores  had  largely  increased.  In 
such  a  survey,  then,  it  is  necessary  to  ascertain  the  proportion 
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of  vacancies  in  each  block  or  section,  on  each  thoroughfare  and 
on  each  side  of  the  street.  In  such  calculations  it  is  necessary 
to  indicate  store  vacancies  and  available  store  spaces  on  some 
unit  or  standard  basis,  such  as  sixteen  or  twenty  feet,  or  any 
other  unit  which  may  seem  more  closely  to  correspond  to  pre- 
vailing tisage.  Thus,  when  a  new  store  unit  of  sixty  feet  front- 
age is  built,  and  is  occujiied  by  one  company  or  continues  va- 
cant, it  should  be  counted  as  three  separate  units. 

The  percentage  of  vacancies  of  each  street  may  be  com- 
pared with  the  percentage  on  other  streets,  the  increase  or 
dcrease  in  available  space  noted  and  an  intelligent  comparison 
of  the  per  cent  of  vacancies  of  present  s])ace  with  the  available 
space  in  former  years  may  be  made.  In  short,  a  picture  of 
growth,  inactivity  or  even  decay  is  sketched  in  broad  lines  which 
will  readily  and  efifectively  combat  blind  prejudice  or  snapshot 
judgment.  Such  a  survey  should  be  made  at  fixed  periods,  such 
as  January   1  and  July   1  of  each  year. 

While  the  foregoing  pertains  to  store  rentals,  apartment 
house  vacancy  surve3'S  can  easily  be  made  by  taking  a  certain 
number  of  typical  apartment  buildings,  the  number  depending 
on  the  size  of  a  city.  By  investigating  the  same  buildings  from 
year  to  year  the  number  and  proportion  of  vacancies  can  read- 
ily be  discovered  at  fixed  times  of  the  year.  If  to  this  is  added 
the  amount  of  rental,  or  average  rental,  further  valuable  infor- 
mation is  available.  The  United  States  Department  of  Labor. 
Bureau  of  Labor  Statistics,  attempts  to  supply  monthly  figures 
on  the  cost  of  housing  in  its  "Cost  of  Living"  report,  published 
monthly  in  the  "Survey  of  Current  Business"  by  the  United 
States  Department  of  Commerce.  The  commissioner  of  labor 
statistics  reports  that  the  cost  of  housing  index  is  based  on 
records  secured  by  agents  of  the  department  visiting  real  estate 
and  rental  agencies  in  various  cities,  the  number  depending  on 
the  size  of  each  city  and  running  from  230  to  2000  dwellings  in 
the  respective  cities.  A  list  of  houses  and  amounts  at  which  they 
are  rented  is  secured,  the  same  identical  buildings,  houses  or 
apartments  being  used  for  each  tabulation. 

In  some  cities  the  real  estate  market  is  "weighed"  by  the 
number  of   for  rent   ads   under   various   classifications   such   as 
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apartments,  furnished  apartments,  private  houses,  etc.  The 
United  States  Department  of  Commerce  in  its  monthly  "Survey 
of  Current  Business"  recognizes  the  importance  of  rental  adver- 
tisements as  business  barometers  by  reporting  the  number  of 
rental  advertisements  in  certain  cities.  That  the  total  amount 
of  newspaper  advertising  in  the  United  States  somewhat  re- 
flects the  trend  of  business  is  evident  from  the  fact  that  the 
aforesaid  survey  gives  in  terms  of  thousands  of  lines  the  national 
advertising  newspapers  devote  to  sales  of  automobiles,  auto- 
mobile accessories,  cigars  and  cigarettes,  financial,  food,  hotels, 
household  furniture,  men's  clothing,  musical  instruments,  toilet 
articles,  and  other  commodities  of  general  consumption. 

Other  evidences  of  the  trend  of  business  recognized  by  the 
United  States  government  in  the  preparation  of  its  data  from 
a  national  standpoint,  but  which  should  also  be  locally  prepared 
and  distributed,  is  the  volume  of  postal  business,  the  number 
and  value  of  money  orders  issued,  the  number  of  new  policies 
of  life  insurance  written  but  segregated  as  to  ordinary  and  in- 
dustrial insurance,  the  number  of  persons  employed,  expressed 
both  in  terms  of  thousands  and  also  in  terms  of  index  numbers, 
electric  power  production,  the  number  of  passengers  carried  by 
electric  railways,  operating  revenue  of  telephone  companies,  and 
deposits  in  commercial  and  savings  banks.  All  these  trends  of 
business  movements  are  important  to  the  realtor  and  appraiser. 
They  should  possess  such  data.  It  is  not  beyond  the  stretch  of 
the  imagination  to  assume  that  real  estate  boards  will  consider 
it  one  of  their  primary  functions  to  keep  all  of  their  members 
fully  informed  as  such  evidence  to  the  end  that  they  may 
represent  more  intelligently  the  clients  whom  they  seek  to  serve. 

Some  realtors  watch  and  tabulate  the  amount  of  space  from 
month  to  month  and  week  to  week  devoted  in  a  given  paper  to 
for  sale  ads  of  private  residences,  apartment  buildings,  ofifice 
buildings,  industrial  and  subdivision  property  or  other  classi- 
fications. Such  collated  information  is  valuable  in  showing  ten- 
dencies and  frequently  refutes  impromptu  judgments  based  on 
inadequate  information. 

A  factor  to  be  stressed  in  the  realty  as  in  the  industrial  and 
mercantile    markets   is   the   prevailing   rate   of   interest,   for   an 
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enlarged  or  diminished  supply  of  credit  definitely  affects  the 
value  of  real  estate.  If  money  and  credit  is  getting^  cheaper, 
prices  of  real  estate  must  rise.  On  the  other  liand,  when  the 
rate  increases,  securities  as  well  as  properties  will  be  thrown 
on  the  market  in  increased  number  and  amount  and  depress 
realty  prices.  The  price  of  call  money  has.  perhaps,  little  to  du 
with  the  price  of  securities  and  property.  The  i)rice  of  long- 
time demands,  public  securities,  and  the  l)est  collateral  is  the 
safest  and  most  available  evidence  where  mortgage  prices  are 
not  in  sufficient  quantity  to  produce  a  market. 

Another  very  valuable  indication  as  to  the  tendency  of  the 
market  is  the  number  of  real  estate  transfers  and  conveyance.^ 
in  each  city.  The  National  Association  of  Real  Estate  Boards 
has  for  years  been  performing  a  valuable  service  in  collating 
information  from  forty-one  typical  cities  of  real  estate  transfers. 
These  include  fee  transfers,  mortgage  and  lease  instruments,  as 
well  as  land  contract  records  and  perhaps  other  documentary 
transfers.  Where  the  inclusion  of  so  many  documents  is  found 
to  be  burdensome,  collation  of  the  number  of  realty  transfers  by 
way  of  deed  only  will  be  found  a  splendid  indication  of  the 
activity  of  the  real  estate  market,  for  the  number  of  mortgages 
and  leases  approximate  very  closely  tb.e  curve  indicated  bv  the 
number  of  deed  transfers. 

The  monthly  average  of  transfers  and  conveyances  recorded 
in  forty-one  typical  cities  is  taken  as  a  standard  by  the  National 
Association  of  Real  Estate  Boards,  all  transfers  for  each  month 
of  the  years  1916-1923  being  taken  as  a  norm,  or  100  per  cent. 
Thus  it  found  the  index  record  for  the  twelve  months.  May, 
1926-May,  1927,  to  be  as  follows:  May,  1926.  163  per  cent; 
June,  1926,  175  per  cent;  July,  1926,  176  per  cent;  August,  1926. 
169  per  cent;  September,  1926,  164  per  cent;  October,  1926,  160 
per  cent;  November,  1926,  160  per  cent;  December,  1926,  155 
per  cent;  January,  1927,  170  per  cent;  Eebruary,  1927,  180  per 
cent;  March,  1927,  173  per  cent;  April,  1927,  166  per  cent;  May. 
1927,  156  per  cent. 

This  index  shows  the  method  of  application.  It  is  a  national 
picture,  it  is  true.  However,  a  similar  graph  of  Cuvahoga 
County,    Ohio,    containing    four    cities,    forty-four    villages    and 
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eleven  townships,  of  the  number  of  real  estate  transfers  bears 
a  very  close  relationship  to  the  above  national  picture,  and 
strongly  indicates  the  potency  of  general  or  national  phenomena 
as  to  local  values.  Of  course,  local  causes  may  temporarily 
deflect  universal  causes  or  tendencies,  but  where  this  is  the  case 
the  judgment  and  reason  and  logic  of  the  local  appraiser  may 
explain   such    variation. 

Another  factor  tending  to  show  the  condition  of  the  real 
estate  market  is  the  matter  of  real  estate  foreclosures.  In  times 
when  real  estate  values  are  increasing  there  are  few  foreclosures, 
while  on  a  declining  market  foreclosures  increase  very  rapidly. 
It  has  been  the  custom  in  some  offices,  public  and  private,  to 
keep  tab  monthly,  and  by  years,  of  the  number  of  foreclosures 
and  the  amounts,  as  well  as  the  sums  for  which  the  specific 
properties  sold  in  the  aggregate.  It  may  also  be  advisable  to 
note  the  totals  involved  in  these  foreclosures  from  month  to 
month  and  year  to  year. 

Realtors  need  no  suggestion  for  keeping  in  touch  with  the 
growth  or  decline  of  population.  In  fact,  this  index  is  constantly 
before  the  public,  as  newspapers  constantly  watch  and  report 
this  factor.  As  the  United  States  census  is  taken  decennially, 
local  communities  lack  authentic  information  as  to  whether  the 
city  is  growing  or  declining  in  the  interim.  LTnder  such  circum- 
stances telephone  directories,  address  directories  and  school 
enumeration  of  youth,  street  car  passengers  carried,  and  gas 
and  electric  connections  are  frequently  resorted  to  to  show  the 
increase  or  decline,  as  the  case  may  be,  of  a  city's  population. 

Occasionally  it  is  stated  that  growth  in  population  is  an 
uncertain  factor  in  aflecting  land  value.  This,  in  and  of  itself, 
is  true.  There  is  no  direct  relationship,  since  evidence  is  not 
wanting  during  and  after  the  Great  War  of  the  phenomena  of 
diminished  i)opu1ation  and  increased  values.  There  are,  of 
course,  many  local  as  well  as  national  causes  which  affect  land 
values.  But  the  fact  remains  that  all  other  things  being  equal, 
there  is  no  special  reason  to  doubt  that  the  future  will  develop 
in  the  same  measure  as  it  has  in  the  past.  It  may  be  safely 
asserted  that  a  prospective  growth  or  decline  in  population  of 
a   given  community    will   aft'ect   land    values  accordingly.     The 
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population  factor  is  merely  one  factor.  It  may  even  be  a  minor 
factor,  which  indeed  was  proven  to  be  the  case  immediately 
after  the  Great  War  when  many  cities  declined  in  population 
while  the  deflated  dollar  caused  a  rapid  development  of  real  and 
personal  property  values. 

Another  important  element  of  historical  and  appraisal  worth 
is  the  number  and  amount  of  building  permits  and  building 
contracts.  Figures  of  this  kind  are  collated  periodically  by 
prominent  building  organizations  as  tending  to  show  the  devel- 
opment of  the  city.  It  is,  of  course,  important  to  analyze  building 
permits  and  to  classif}'  them  so  as  to  be  able  to  differentiate 
between  semi-public  and  private  building  activities.  For  ex- 
ample, the  building  of  a  church  or  social  hall  may  be  of  value 
morally  and  socially  and  yet  be  of  slight  economic  worth.  The 
United  States  government  gives  figures  in  thousands  of  square 
feet  of  the  numbers  of  buildings  with  contracts  awarded  in  each 
of  the  following  cases :  Commercial,  industrial,  residential,  edu- 
cational and  other  public  and  semi-public  buildings.  It  also 
gives  in  terms  of  thousands  of  dollars  the  contracts  awarded 
covering  the  same  classes  of  buildings.  To  show  the  thorough- 
ness with  which  these  figures  are  prepared  may  also  be  noted 
the  fact  that  the  amount  of  fire  losses  in  dollars  is  presented  by 
months,  it  being  evident  that  to  the  extent  fire  losses  are  re- 
paired no  growth  may  be  imputed. 

Building  statistic  figures  must,  of  course,  be  critically  ex- 
amined. It  is  possible  that  in  some  cities  building  permits  are 
used  somewhat  as  a  basis  for  assessment  and  accordinglv  esti- 
mates submitted  with  the  building  inspector's  department  may 
be  exceedingly  low.  On  the  other  hand,  even  though  these  fig- 
ures are  not  used  by  the  assessor  they  may  be  unduly  padded 
by  prospective  mortgagors  or  builders  who  seek  credit  from 
banks  on  the  basis  of  other  public  building  costs.  These  ten- 
dencies may  offset  themselves  in  the  aggregate  in  a  large  num- 
ber of  cities  and  towns.  Locally,  however,  it  is  necessary  to 
weigh  the  influences  that  work  on  these  building  permit  values 
from  time  to  time. 

Related  to  the  question  of  building  permits  is,  of  course, 
building  costs.     While  the  United  States  Department  of  Com- 
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merce  in  its  monthly  "Survey  of  Current  Business"  gives 
monthly  as  well  as  annually  an  index  of  building  materials,  of 
building  costs  as  prepared  by  the  "Eng-ineering  News  Record" 
of  frame  and  brick  buildings,  these  should  be  understood  as 
being  national  and  subject  to  wide  changes  locally.  It  should 
be  the  function  of  an  up-to-date  real  estate  board  to  know  the 
varying  changes  of  costs  of  similar  classes  or  types  of  buildings. 

Compiling  such  data  may  seem  herculean,  and  may  involve 
a  wide  departure  from  the  present  activities  of  realty  organiza- 
tions. The  treasury  of  many  may  not  permit  the  assumption  of 
such  added  duties.  These  suggestions  are,  nevertheless,  offered 
as  showing  the  possibilities.  The  performance  of  even  a  few  of 
these  functions  will  pay  largely  increased  dividends  to  pro- 
gressive realty  boards. 
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CHAPTER  25 
BUILDING  APPRAISALS 


Factors  involved — Cost  of  liousing  in  large  American 
cities — Brick  prices  at  different  points — Square  and  cubic 
foot  costs  in   building. 


In  appraising  buildings  no  factors  are  possible  for  universal 
application.  It  must  be  borne  in  mind  that  there  is  a  difiference 
of  25  to  50  per  cent  in  the  cost  of  the  same  character  of  structure 
in  one  town  or  village  as  compared  with  a  large  city.  There  may 
be  a  50  per  cent  difference  in  the  cost  of  the  same  structure  in  a 
given  city.  The  labor  factor  and  its  el^ciency  constitutes  a  very 
substantial  part  of  the  cost  of  the  structure.  Generally  speak- 
ing, it  will  be  found  that  building  costs  increase  with  the  size 
of  the  city. 

How  variant  the  cost  of  buildings  in  large  cities  must  be  is 
reflected  by  the  increases  in  the  cost  of  housing  reported  by  the 
Department  of  Labor,  as  follows : 

COST  OF  HOUSING  IN  LARGE  CITIES 
Per  Cent  of  Increase  From  December,  1914,  to  December,  1926 

Baltimore    70.6 

Boston    53.5 

Bufifalo    77.4 

Chicago    96.7 

Cleveland    71.8 

Detroit    95.5 

Houston    32.6 

Jacksonville   69.9 

Los  Angeles 61.7 

Mobile 40.5 

New  York   70.2 

Norfolk  49.2 

Philadelphia  77 .2\ 

Portland,  Me 23.8 

Portland,   Oreg Z2>5 
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San  Francisco  39.5 

Savannah    38.1 

Seattle    60.3 

Washington 37.4 

Per  Cent  of  Increase  From  December,  1917,  to  December,  1926 

Atlanta    42.1 

Birmingham    65.8 

Cincinnati 35.9 

Denver    6>-^.5 

Indianapolis 36.5 

Kansas  City 34.1 

Memphis 53.9 

Minneapolis   36.1 

New  Orlenas 56.2 

Pittsburgh    75.0 

Richmond    36.0 

St.  Louis 83.2 

Scranton  72.4 

Average   U.    S 64.2 

From  the  foregoing,  it  appears,  for  example,  that  the  in- 
creased cost  of  housing  in  June,  1926,  over  December,  1914,  was 
53.2  per  cent  in  Boston,  99.5  per  cent  in  Chicago,  71.6  per  cent 
in  Cleveland,  95.5  per  cent  in  Detroit,  66.6  per  cent  in  Jackson- 
ville, 67.4  per  cent  in  Los  Angeles,  69.5  per  cent  in  New  York, 
39.6  per  cent  in  San  Francisco  and  37.4  per  cent  in  Washington, 
D.  C.  It  appears  that  the  increased  cost  of  housing  in  June, 
1926,  over  December,  1917,  was  54.8  per  cent  for  Cincinnati.  36.8 
per  cent  for  Minneapolis,  75.4  per  cent  for  Pittsburgh  and  84.7 
per  cent  for  St.  Louis. 

While  the  foregoing  figures  pertain  to  the  cost  of  rent,  rather 
than  the  cost  of  building,  it  is  believed  that  the  two  costs  are 
inter-related.  There  can  be  no  increased  cost  of  building,  gen- 
erally speaking,  without  involving  increased  rents.  And  vice 
versa,  increased  rents  represent  increased  cost  of  building,  at 
least  temporarily. 

From  the  foregoing,  it  is  therefore  clearly  evident  that  the 
cost  of  building,  due  to  labor  and  cost  of  materials,  due  further 
to  varying  industrial  conditions,  varies  greatly  in  the  different 
cities.  This,  then,  emphasizes  the  need  for  local  variation  of  any 
building  cost  factors. 
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A  study  shows  that  the  price  in  1927  of  common  brick  to 
contractors  in  the  various  cities  was  as  follows : 

COMMON  BRICK  PRICES 

U.  S.  Commerce  Department  Reports  Wide  \'ariations 
in  Quotations  per  1,000  Brick 

1.  Chicago    $12.00  6.  Buffalo     $16.00 

2.  Los    Angeles    12.50  7.  New  Orleans   18.00 

3.  Seattle    14.00  8.  Philadelphia    20.00 

4.  Pittsburgh    16.00  9.  Scranton    28.00 

5.  Cleveland     16.00  10.  New    London,    Conn 30.00 

While  Chicago  contractors  were  buying  at  $12  per  1000 
bricks,  contractors  in  New  London,  Conn.,  were  paying  $30,  the 
department  discovered.  Pittsburgh  and  Cleveland  bought  brick 
for  $16,  while  New  Orleans  was  paying  $18,  Philadeljihia  $20 
and  Scanton  $28.  Brick  are  manufactured  more  cheaply  in  Chi- 
cago and  Los  Angeles  because  of  clay  deposits  near  those  cities, 
which  are  particularly  well  adapted  for  the  rapid  burning  of 
brick  and,  consequently,  a  lower  fuel  cost. 

Prices  of  many  other  building  materials  vary  according  to 
locality  although  some  of  them  are  standardized  except  for 
freight  charges.  Materials  constitute  about  40  per  cent  of  a 
building  contractor's  costs  and  fluctuation  in  the  price  of  one  or 
two  materials  is  likely  to  change  largely  the  final  cost  of  a  new 
building. 

Prices  of  most  building  materials,  in  1927,  have  been  declin- 
ing, but  the  labor  cost  of  construction  is  now  generally  higher 
than  ever  before.  The  wage  rate  of  building  mechanics  has  more 
than  doubled  in  the  last  ten  years. 

From  the  foregoing,  it  is  therefore  clearly  evident  that  the 
cost  of  building,  due  to  labor  and  material  conditions,  due  fur- 
ther to  varying  industrial  conditions,  varies  greatly  in  the  differ- 
ent cities.  This  then  emphasizes  the  need  for  local  variation  of 
any  building  cost  factors. 

SQUARE,  OR  CUBIC  FOOT  COSTS 

A  number  of  cities  use  a  cubic  foot  factor  for  appraising  all 
classes  of  buildings.    This  is  a  mistake.    Cubic  foot  factors  may 
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properly  be  employed  in  appraising  theatres,  auditoriums,  arm- 
ories and  such  industrial  buildings  having  varying  floor  levels 
and  roof  heights,  as  such  buildings  lend  themselves  little  to  clas- 
sification. Cubic  foot  factors  should  also  be  used  on  buildings  of 
great  height  because  if  square  foot  factors  were  employed  a  dif- 
ferent factor  would  be  necessary  for  the  various  story  heights. 
Thus  there  would  be  twenty  factors  for  office  buildings  from  one 
to  twenty  stories  in  height.  This  is  too  involved,  whereas  the 
same  cubic  foot  factor  will  apply  to  any  height  within  certain 
limitations  as  to  size. 

Square  foot  ground  floor  area  factors  should  be  used  on  dwell- 
ings because  of  the  fact  that  dwelling  story  heights  do  not  vary 
greatly  and  the  process  of  obtaining  a  square  foot  area  is  of 
course  simpler  than  arriving  at  the  cubage.  Ninety-five  per  cent 
of  residences  built  are  either  one,  one  and  a  half  or  two  stories  in 
height.  Square  foot  factors  allow  more  elasticity  in  variation 
from  a  standard  without  resorting  to  fractions  in  the  factor.  For 
example,  in  a  dwelling  which  cost  $7  per  square  foot  or  20  cents 
per  cubic  foot,  the  cost  of  a  certain  additional  item  provided  by 
the  schedule  might  increase  the  square  foot  factor  by  twenty 
cents  or  3  per  cent.  If  the  same  additional  cost  is  taken  on  the 
cubic  foot  basis,  the  cubic  foot  factor  would  be  increased  four- 
sevenths  of  a  cent.  Square  foot  values  should,  therefore,  be  used 
on  buildings  which  are  usually  of  uniform  height. 

It  should  also  be  said  that  the  cubic  foot  factor  method  of 
calculation  of  contents  is  not  standardized.  Some  architects  fig- 
ure inside  wall  to  inside  wall,  that  is,  from  plaster  to  plaster; 
others  from  outside  to  outside.  As  to  height,  some  figure  from 
the  basement  floor  levels  to  the  average  or  mean  roof  level. 
Others  estimate  from  the  bottom  of  the  footings  to  the  coping. 
A  recent  study  of  a  certain  building  indicated  that  the  differ- 
ence between  inside  area  and  outside  area  was  over  7  per  cent. 
The  variation  in  the  method  of  calculation  might  show  a  spread 
of  25  per  cent. 


CHAPTER  26 
THE  NEED  FOR  CLASSIFIED  BUILDING  SCHEDULES 


Material  costs  in  different  cities — Cost  of  a  building  de- 
pends on  many  factors — Condensed  tables  arc  necessary 
and  desirable — Size  and  shape  important  factors — Prices 
of  brick  versus  frame  construction — Structural  deprecia- 
tion— Three  methods  used — r'rol)abIe  life  of  buildings — 
Opinions  of  experts. 

A  number  of  cities  publish  as  an  aid  to  their  assessors  con- 
densed tables  of  costs  applicable  to  general  classifications,  such 
as  frame  residences.  For  example,  very  recently  a  real  estate 
board  of  one  of  our  foremost  cities  published  the  followiniL; 
schedule  of  costs. 

Costs  per  Cubic  Foot  in  Cents 


Residences                               Aug. 

Aug. 

Jan. 

Aug. 

April 

Dec. 

1915 

1920 

1921 

1921 

1922 

1922 

Brick                                        .3OV2 

.68  Vs 

.48 

.38 

.33 

.45 

Brick  (Veneer  ^K:  Stucco)   .24 

.54 

.37 

.30 

.24 

.24/2 

Frame                                       .211/2 

.48'/. 

.34 

.37 

.19 

.30  VS 

The  use  of  such  condensed  tables  giving  absolute  figures 
without  toleration  or  deviation,  without  stating  type  or  stand- 
ards, is  productive  of  erroneous  and  immature  appraisals.  Xo 
condensed  schedule  of  building  unit  cost  factors  is  of  great  value 
because  of  the  unending  variety  of  designs,  sizes  and  quality  of 
materials  and  workmanship  entering-  into  buildings  of  any  given 
class.  For  example,  to  say  that  a  brick  residence  would  cost 
forty-five  cents  per  cubic  foot  December  1st,  1922,  and  that  all 
brick  residence  costs  should  be  estimated  at  forty-five  cents  per 
cubic  foot  is  an  absurdly  incorrect  assertion. 

The  cost  of  a  house  depends  on  many  factors.  To  arrive  at 
a  proper  appraisal,  it  is  necessary  to  get  a  description  of  the  build 
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ing.  We  must  know  the  size  of  the  house.  The  smaller  the  build- 
ing the  higher  the  factor  for  the  same  type.  Is  it  500  square  feet, 
1000,  2000,  3000  or  more?  What  kind  of  roofing  materials  are 
used:  shingles,  slate  or  tile?  Has  it  furnace  heat,  vapor,  or  per- 
haps stove  heat?  Has  it  one,  two,  three  or  four  bath  rooms — tile 
or  wood  floors?  Has  it  mahogany  wood  work  or  only  pine  finish? 
Has  it  a  finished  third  floor  porches  or  projections,  such  as  bays, 
dormers,  etc.?  The  variation  in  cost  of  highest  to  lowest  type 
will  be  over  100  per  cent. 

Few  appraisers  recognize  the  importance  of  considering  the 
size  and  shape  as  affecting  the  unit  cost  factor  of  buildings.  The 
greater  the  area  the  lower  the  relative  factor  and  conversely  the 
smaller  the  area  the  higher  the  factor.  Using  for  example  750 
square  feet  ground  floor  area  as  a  basis  for  residence  appraisals 
the  increase  or  decrease  of  the  floor  area,  with  no  other  changes 
in  its  description,  will  show  the  following  approximate  results. 
For  every  20  feet  increase  in  floor  area  the  factor  is  found  to  de- 
crease 1  per  cent  from  the  standard  unit  price.  For  every  twenty 
feet  decrease  in  floor  area  the  factor  is  found  to  increase  1  per 
cent  above  the  standard  unit  price.  In  other  words  if  the  res- 
idence is  1000  feet  in  area  it  will  be  250  feet  greater  than  the 
standard,  involving  a  12^  per  cent  smaller  factor.  If  the  fac- 
tor is  $7.50  for  a  residence  containing  750  square  feet,  the  fac- 
tor for  a  1000  square  feet  similar  type  building  would  involve 
a  12j^  per  cent  smaller  factor,  or  $6.56  per  square  foot.  These 
figures  will  hold  good  for  variations  of  from  25  to  30  per  cent 
from  the  standard  beyond  which  the  factor  must  be  changed 
in  a  lesser  degree. 

As  to  the  shape  of  a  building  it  is  recognized  that  the  more 
closely  the  plan  of  a  building  approaches  a  square  the  smaller 
the  factor  to  be  employed,  for  the  reason  that  the  amount  of  ex- 
terior wall  materials  enters  into  this  shape  of  building  to  a  less 
degree  than  any  other.  For  example,  take  two  buildings  of  sim- 
ilar area,  containing  1600  square  feet  of  area.  If  one  was  40  x  40 
feet  it  would  mean  there  would  be  160  lineal  feet  of  outside  wall 
material.  On  the  other  hand,  a  building  80  x  20  feet  in  size  con- 
taining the  same  area  would  have  200  lineal  feet  of  outside  wall 
material  or  25  per  cent  more  than  in  the  other  case.   It  may  thus 
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be  seen  that  as  the  shape  of  a  building  varies  from  being  square 
the  factor  increases.  One  of  the  most  costly  items  of  construction 
is  the  outside  walls  and  as  pointed  out  there  are  more  lineal  feet 
of  outside  wall  in  a  long  narrow  building  than  in  a  square  one.  It 
therefore  follows  that  the  size  and  shape  of  buildings  must  be 
carefully  considered  by  the  appraiser  in  arriving  at  his  estimates. 

It  vvillbe  noticed  that  the  price  of  a  brick  residence  is  given 
as  30y2C  in  August  1915  and  as  45c  in  December  1922.  or  a  50 
per  cent  increase.  It  seems,  however,  that  the  L'nited  States  De- 
partment of  Labor's  index  of  lumber  and  material  prices  was  ap- 
proximately 94  in  1915  and  186  for  the  last  month  of  1922,' 
showing  a  100  per  cent  increase.  In  1923  the  cost  of  reduplicat- 
ing 1915  buildings  was  approximately  90  per  cent  greater. 

Outside  of  the  unreliability  of  abbrexiated  tables,  the  ab- 
solute values  given  should  be  disputed.  For  example,  the  differ- 
ence between  wood  and  brick  dwelling  costs  is  shown  as  40  to 
50  per  cent  (brick  over  frame).  The  generally  accepted  increase 
of  cost  of  brick  over  frame  dwellings  is  10  per  cent.  Why  should 
it  be  50  per  cent  when  the  roof,  basement,  frame,  windows, 
plumbing  and  heating  may  be  identical  in  both  the  brick  and 
frame  residence? 

Similar  questions  might  be  raised  in  the  study  of  other  classes 
of  buildings,  where  a  cost  per  cubic  foot  is  given  regardless  of 
the  type.  For  example,  consider  fireproof  hotel  buildings.  Is 
there  a  bath  for  every  guest  room?  Are  there  store  rooms  on 
the  street  level?  Is  the  building  on  an  interior  lot  with  only 
one  ornamental  facade  or  does  it  face  two  or  three  streets?  An 
absolute  appraisal  figure  allowing  of  no  elasticity  should  there- 
fore not  be  used. 

Unless  a  full  description  of  a  building  is  given,  preferably 
accompanied  by  a  photograph  showing  the  general  design  and 
ornamental  detail,  unit  costs  cannot  be  fixed  with  any  degree  of 
accuracy,  without  considerable  classification  of  type,  and  size, 
and  modification  for  deviation  from  such  standards  and  types. 
It  is  desirable  to  divide  one  family  dwelling  into  twelve  classes 
for  frame  and  brick  structures.  In  addition  modifications  for 
deviation  from  the  standard  size  should  be  made.  Apartments 
arc    divided    into    nine    classes   as    above.      Store    buildings    are 
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divided  into  four  classes  with  seventeen  sub-classifications.  Tv^o 
family  dwellings  are  divided  into  four  classes  and  double  (side 
by  side)  houses  are  arranged  into  three  classes. 

STRUCTURAL  DEPRECIATION 

The  most  perplexing  problem  in  appraising  is  the  subject  of 
depreciation.  Almost  any  business,  investment  or  piece  of  prop- 
erty can  be  shown  to  be  a  losing  venture  merely  by  adopting  ex- 
cessive rates  of  depreciation.  What  does  one  mean  by  deprecia- 
tion? Perhaps  as  good  a  definition  as  any  is  that  contained  in 
the  regulations  of  the  Bureau  of  Internal  Revenue,  namely : 

"The  distribution  of  the  cost  of  an  asset  over  its  useful  life, 
taken  in  such  a  manner  so  that,  when  the  useful  life  of  the  asset 
shall  have  become  exhausted,  its  cost  plus  addition  less  salvage 
value  shall  have  been  restored  to  capital." 

The  question  of  additions  or  salvage  value  are  rarely  con 
sidered  in  the  valuation  of  improvements  on  real  estate.  This  is, 
probably,  because  most  additions  are  treated  as  expense  and 
because  after  a  building  has  served  its  useful  life  additional  cost 
is  involved  in  its  destruction  and  removal  rather  than  securing  a 
salvage  value.  One  is,  therefore,  primarily  concerned  with  the  re- 
productive cost  of  the  improvement  and  also  its  useful  life.  Its 
useful  life  depends,  first,  upon  the  probable  life  of  a  building 
from  a  structural  standpoint  and,  secondly,  its  usefulness  from 
an  esthetic,  economic  or  locality  standpoint. 

In  figuring  depreciation,  there  are  four  well  defined  methods 
in  vogue.  First,  the  straight  line  metht)d  of  an  annual  de])recia- 
tion  of  a  certain  equal  and  annual  per  cent.  Second,  the  weight- 
ing of  the  rate  of  depreciation  at  the  beginning  of  the  life  of  the 
building.  Third,  the  weighting  of  the  rate  of  depreciation  in  the 
later  years  of  the  life  of  the  building.  Fourth,  the  allowance  of 
a  yearly  and  equal  depreciation,  modified,  however,  by  the  profit 
arising  under  a  sinking  fund. 

The  annual  equal  percentage  method  is  arrived  at  by  divid- 
ing the  cost  represented  at  100  per  cent  by  the  probable  life  of 
the  building.  If,  for  example,  the  life  of  the  building  is  esti- 
mated at  fifty  years,  then  an  average  annual  depreciation  is  taken 
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at  two  per  cent.  The  milk  in  the  cocoanut  is,  of  course,  the  "esti- 
mated life."  A  number  of  cities  in  the  United  States  boast  of 
the  possession  of  residences  two  hundred  years  old.  Numerous 
residential  buildings  in  Europe  are  found  which  were  erected 
three  hundred  or  more  years  ago.  Theatres,  churches  and  mon- 
uments built  fifteen  hundred  and  two  thousand  years  ago  en- 
gage the  attention  of  the  tourist.  With  such  uncertainty  in  the 
physical  life  of  a  building,  it  must  be  evident  that  depreciation 
tables  are  largely  conjectural.  The  difiiculties  are  further  en- 
hanced when  it  is  borne  in  mind  that  the  different  parts  of  a 
structure  do  not  depreciate  uniformly,  such  as  the  basement,  roof, 
floors,  walls,  plastering,  machinery  and  plumbing. 

Moritz   Kahn,   of  The   Albert   Kahn,    Inc.,  of   Detroit,   hits 
straight  from  the  shoulder  in  discussing  the  probable  life  of  in 
dustrial  and  commercial  buildings  in  a  talk  delivered  as  part  of 
the  Detroit  University  course  in  building  management,  in  which 
he  says : 

"We  are  generally  told  that  ordinary  frame  build- 
ings have  a  life  of  from  20  to  30  years  ;  that  mill  con- 
structed buildings  with  brick  walls  have  a  life  of  40 
years;  that  structural  steel  buildings  have  a  life  of  ivom 
20  to  40  years,  depending  upon  the  locality  in  which  they 
are  built;  that  encased  steel  frame  buildings  with  ma- 
sonry walls  and  fireproof  floors  have  a  life  of  50  years ; 
and  that  reinforced  concrete  buildings  have  a  life  of  50 
years.  In  my  opinion,  these  probable  lives  are  too  short 
and  should  be  doubled,  especially  in  the  case  of  the  last 
two  groups  of  buildings." 

"There  are  many  ordinar\  frame  buildings  in  liiis 
city  which  are  already  40  or  50  years  old.  T  recently  in- 
spected a  group  of  mill  constructed  buildings  that  were 
55  years  old,  and  to  all  appearances  they  can  last  an- 
other 25  years.  America  is  a  comparatively  30ung  coun- 
try. Our  buildings  have  not  been  in  existence  long 
enough  to  give  us  proper  records  of  their  probable  lives. 
If  we  wish  to  have  records  of  old  buildings  we  should 
go  to  Europe.  Over  there  it  is  not  unusual  to  see  build- 
ings with  masonry  walls  and  wood  interiors  one,  two  or 
three  hundred  years  old.  On  a  recent  visit  to  England  1 
l)assed  through  the  small  town  of  Stanton  in  Worcester- 
shire where  the  last  building  was  constructed  some  250 
years  ago.     On  my  way  [  passed  through  the  village  of 
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Broadway,  Worcestershire,  and  stopped  at  the  Lyons 
Arms,  a  hostelry  which  was  built  in  1627,  three  hundred 
years  a,£^o.  It  has  been  inhabited  continuously  since  it 
was  built,  and  I  can  see  no  reason  why  it  cannot  be  in- 
habited for  another  hundred  years.  In  the  A\'estminster 
district  of  London  there  are  streets  of  buildings,  with 
brick  walls  and  timber  interiors,  which  are  today  used 
as  offices,  although  they  were  originally  built  for  resi- 
dential purposes.  These  buildings  are  one  and  two 
hundred  years  old  and  are  still  serviceable.  How  can 
we  say  that  in  America  such  buildings  have  a  life  of  only 
40  years?  Ours  are  constructed  nearly  as  well,  if  not  as 
well,  as  these  European  buildings.  Why  shouldn't  ours 
last  as  long?" 

"If  I  were  asked  to  prepare  a  table  of  the  probable 
life  of  buildings,  I  should  say  that  an  ordinary  frame  of 
timber  building,  properly  maintained,  would  have  a  life 
of  100  years.  Steel  frame  buildings,  with  masonry  walls 
and  fireproof  floors  (Class  "A"  structures),  would  have 
a  life  of  200  years.  And  reinforced  concrete  buildings 
would  also  be  given  a  probable  life  of  203  years.  In  any 
event,  it  is  extremely  conservative,  when  preparing  a 
financial  statement,  to  allow  a  probable  life  of  75  years 
for  a  Class  'A'  building." 

The  weighting  of  the  rate  of  depreciation  in  the  initial  life 
of  the  building,  with  a  resultant  diminished  annual  depreciation 
later  is  probably  a  more  logical  basis  than  weighting  the  depre- 
ciation in  later  years.  For  example,  if  the  estimated  physical 
life  of  a  residence  is  fifty  years,  is  the  depreciation  greater  dur- 
ing the  first  ten  years  or  during  the  last  ten  years,  between  its 
fortieth  and  fiftieth  years  of  standing?  Whatever  may  be  the 
answer  as  to  chemical  action  or  physical  wear  during  these  re- 
spective periods,  the  fact  remains  that  investors  impute  a  greater 
difference  of  value  after  the  first  few  years  than  to  the  latter 
years.  When  a  building  is  sold,  it  immediately  becomes  a  sec- 
ond-hand building  just  as  a  piece  of  furniture  or  a  second-hand 
automobile,  which  latter  if  operated  but  a  day  is  subject  to  a 
heavy  depreciation.  On  the  other  hand,  a  buyer  rarerly  would 
consider  it  of  any  importance  whether  a  building  were  thirty  or 
thirty-five  years  of  age.    The  difference  would  be  hardly  worth 
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noting^.     Hence,  in  tables  of  physical  dei)reciation,  a  heavier  an- 
nual rate  is  allowed  during  the  initial  rather  than  in  its  later  life. 

The  fact  of  the  matter  is  that  structural  depreciation  of  well 
built  commercial  buildings  generally  amounts  to  less  than  2  per 
cent  per  year  and  in  many  cases  is  a  fraction  of  but  1  per  cent. 
However,  obsolescence  is  a  factor  which  may  exceed  2  per  cent 
per  year.  This  latter,  however,  is  largely  overcome  by  replace- 
ments, for  example,  by  modernizing  the  elevators,  plumbing  and 
heating  plant,  the  electrical  systems,  the  arrangement  of  doors 
and  rooms,  windows  and  fronts.  Perhaps  the  best  test  as  to  the 
need  for  obsolescence  change  as  to  an  office  building,  is  the  price 
office  space  brings,  in  comparison  with  more  modern  structures. 


CHAPTER  27 
AMORTIZATION    OF   DEPRECIATION 


Setting  up  a  fund  to  amortize  building  costs — Standard 
tables  of  depreciation — Capitalization  rate  an  important 
element — Depreciation  set-ofifs  reinvested  at  different  rates 
of  interest,  and  what  they  will  return — A  handy  deprecia- 
tion table — Table  of  structural  depreciation — The  build- 
ing dollar  in  frame  construction  —  Depreciation  prob- 
lems— Appreciation  of  buildings — Indexes  of  construc- 
tion costs. 

Much  may  be  said  as  to  the  propriety  of  setting  up  an  amor- 
tization fund  in  connection  with  an  annual  depreciation. 

Hundreds  of  thousands  of  investors  especially  in  the  case 
of  buildings,  are  utterly  at  sea  as  to  whether  their  investment 
is  a  profitable  or  a  losing  venture.  They  have  only  a  very  hazy 
and  indefinite  idea  as  to  whether  a  given  expected  income  will 
have  extinguished  their  investment  when  the  building  finally 
becomes  valueless.  The  standard  depreciation  generally  used  by 
investors  seems  to  be  2  to  3  per  cent.  The  federal  income  tax  ad- 
minstration  permits  from  2  to  3  per  cent  annual  depreciation 
rates  for  cement  or  brick  buildings  and  5  per  cent  for  wooden 
buildings — a  very  unscientific  discrimination,  when  it  is  borne  in 
mind  that  brick  and  wooden  buildings  vary  generally  only  as 
to  the  exterior  construction,  which  may  constitute  10  to  15  per 
cent  of  the  total  cost  of  the  building. 

As  a  rough-and-ready  rule,  such  general  depreciation  rates 
may  be  permissible.  Investors  should  know,  however,  that  these 
figures  are  not  scientific,  and  that  they  are  unnecessarily  high 
and  unreliable  from  an  investment  standpoint.  If,  for  example, 
the  probable  life  of  a  building,  not  considering  possible  obsoles- 
cence, is  50  years,  the  ordinary  investor  will  charge  ofi  2  per 
cent  per  annum.  But  if  this  annual  depreciation  charge  is  set 
aside,  invested  in  interest-bearing  deposits  at  4  per  cent,  or  in- 
vestments of  stock  and  bonds  at  5  per  cent  or  6  per  cent,  and  if 
such  annual  profit  is  annually  re-invested,  the  investment  is  re- 
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covered  or  amortized  within  a  much  shorted  period  than  50 
years.  If  2  per  cent  is  invested  and  annually  re-invested  at  4  per 
cent,  the  original  investment  becomes  extinguished  in  27'/2  years. 
If  invested  at  5  per  cent,  it  becomes  extinguished  in  25  years,  and 
if  a  rate  of  6  per  cent  is  secured,  it  will  extinguish  the  invest- 
ment in  23.6  years. 

The  proper  annual  charge  for  depreciation  in  order  to  finally 
realize  the  original  investment  is  dependent,  first,  upon  a  proper 
estimate  of  the  probable  life  of  the  building,  and  second,  on  the 
rate  of  investment  and  re-investment.  Assume  difTerent  cases, 
respectively,  when  the  expected  life  of  the  building  ma\-  be  40. 
50  or  60  years.  If  a  building  has  an  expected  life  of  40  years,  it 
having  cost  $100,000  to  construct,  it  will  require : 

If  re-invested  at  4  per  cent,  an  annual  depreciation  of  $1,011.90  or  ap- 
proximately 1  per  cent. 

If  re-invested  at  5  per  cent,  an  annual  depreciation  of  $788.40  or  approx- 
imately .79  per  cent. 

If  re-invested  at  6  per  cent,  an  annual  depreciation  of  $609.60  or  approx- 
imately .61  per  cent. 

In  other  words,  at  4  per  cent  invested  and  re-invested  a  charge 
ofT  of  $1,011.90  or  about  1  per  cent  will  amortize  the  investment 
in  40  years  (instead  of  the  apparently  necessary  charge  of  2i/> 
per  cent).  If  invested  and  re-invested  at  6  per  cent,  less  than 
2/3  of  1  per  cent  must  be  set  aside  annually. 

If  the  building  has  an  expected  life  of  50  years^  it  will  re- 
quire, 

If  re-invested  at  4  per  cent,  an  annual  charge  of  $629.80  or  approximately 

.63  per  cent. 
If  re-invested  at  5  per  cent,  an  annual  charge  of  $545.90  or  approximately 

.45  per  cent. 
If  re-invested  at  6  per  cent,  an  annual  charge  of  $324.90  or  approximately 

.32  per  cent. 

In  other  words,  if  the  depreciation  charge  is  invested  and  re- 
invested at  4  per  cent,  a  charge  ofT  of  less  than  .63  per  cent  is 
necessary.  It  will  require  reinvested  at  6  per  cent  approximately 
1/3  of  1  per  cent  to  be  charged  off  annually. 

If  the  building  has  an  expected  life  of  60  years,  it  will  re- 
quire, 

t 
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If  re-invested  at  4  per  cent,  an  annual  charge  of  $404.00  or  approximately 
.40  per  cent. 

If  re-invested  at  5  per  cent,  an  annual  charge  of  $269.40  or  approximately 
.27  per  cent. 

If  re-invested  at  6  per  cent,  an  annual  charge  of  $177.00  or  approximately 
.17  per  cent. 

From  the  foregoing-,  if  the  depreciation  set-ofit"  is  re-invested  at 
4  per  cent,  it  seems  that  the  investment  will  be  recovered  when 
the  building  finally  becomes  valueless  by  charging  ofif  a  rate  of 
about  2/5  of  1  per  cent,  while  at  6  per  cent  about  1/6  of  1  per 
cent  annually  re-invested  will  recoup  the  investment.  So  with 
machinery,  10  per  cent  annual  depreciation  will  at  4  per  cent 
amortize  a  $100  outlay  in  8.88  years,  while  if  re-invested  at  8  per 
cent,  a  10  per  cent  annual  depreciation  will  amortize  a  $100 
charge  in  7.25  years. 

Some  owners  claim  that  a  2  per  cent  depreciation  charge  is 
not  ample,  insisting  on  a  3  per  cent  depreciation  charge.  A  3 
per  cent  rate  invested  at  4  per  cent  would  kill  the  original  charge 
in  21  years,  at  5  per  cent  in  19.79  years,  and  at  6  per  cent  in  18.3 
years.  When  it  is  borne  in  mind  that  many  residences  have  been 
in  use  for  fifty  years  and  that  various  office  buildings  with  a  very 
small  outlay  are  in  a  good  state  of  physical  condition  and  still 
good  producers  20  years  after  their  construction,  it  is  evident 
that  a  3  per  cent  charge  for  depreciation  is  excessive,  unless  the 
burden  of  investment  and  re-investment  is  regraded  as  an  un- 
reasonable obligation  imposed  on  an  investor.  There  is  certainly 
no  burden  and  little  risk  in  depositing  such  depreciation  charge 
with  savings  banks  at  4  per  cent.  To  require  an  investment  at 
6  per  cent  might  necessitate  some  allowance  being  made  by  way 
of  insurance  for  eventual  losses  in  more  hazardous  investments 
and  in  the  case  of  individuals,  some  allowance  for  management 
of  the  fund.  However,  when  the  depreciation  is  re-invested  in  a 
going  business  by  a  corporation  making"  6  per  cent,  8  per  cent  or 
10  per  cent,  management  of  such  fund  by  an  existent  and  con- 
tinuing organization  should  involve  no  extraordinary  ad,ded 
functions.  Even  if  such  allowance  be  made,  it  is  evident  that 
the  general  notion  of  a  proper  depreciation  rate  must  undergo  a 
radical  revision.     Considered  in  the  light  of  these  conclusions, 
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buildings  will  show  a  far  greater  return  than  owners  themselves 
realize. 

Even  though  the  owning  corporation  does  not  set  aside  an 
amortization  fund  but,  on  the  contrary,  declares  a  dividend,  the 
stock-holder  may  re-invest  the  dividend  and  kill  the  investment 
in  the  manner  above  provided. 

Earl  Schultz,  a  president  of  the  National  Association  of 
Building  Owners  and  Managers,  in  an  address  suggested  that 
10  per  cent  of  all  rental  income  be  laid  aside  for  amortization 
purposes  and  to  provide  a  reserve  fund  for  periods  when  the 
vacancy  is  in  excess  of  10  per  cent. 

It  must  be  borne  in  mind  that  the  foregoing  amortization 
method  deals  with  the  investor,  regardless  of  what  the  building 
may  actually  be  worth  to  the  public.  The  tables  merely  show 
what  a  very  small  annual  charge  of  depreciation  is  necessary  in 
the  light  of  such  compensating  balances  if  properly  invested,  and 
if  such  sums  are  excluded  from  liquidating  dividends. 

The  following  is  a  handy  table  which  shows  the  per  cent 
of  cost  to  be  annually  set  aside  at  varying  rates  of  interest  ac- 
cording to  the  estimated  life  of  the  building  in  order  to  recoup  an 
original  investment : 

AMORTIZATION  TABLE 

The    percentage    of    cost    of    the 
If  the  life  of  the  building  structure  to  be  invested  annually, 

is  estimated  at  if  invested  will  amortize  the  cost. 

3%         4%       4K'%      5%       6% 
20  years,  invest  annually  3.72        3.3S       3.18       3.02       2.71 

25  years.       "  "  2.74        2.4         2.24       2.09       1.82 

30  years.       "  "  2.1  1.78       1.64       1.5         1.26 

35  years,       "  "  1.65        1.35       1.22       1.1         0.89 

40  years.       "  "  2.32        1.05       0.93       0.82       0.64 

45  years.       "  1.07       0.82      0.72      0.62      0.47 

50  years.       "  "  0.88        0.65       0.56      0.47       0.34 

60  years,      "  "  0.61        0.42      0.34      0.28      0.18 

For  example  :    Where  a  building  costing  $100,000  has  a  total 
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estimated  life  of  sixty  years,  if  the  owner  is  to  realize  his  $100,000 
in  sixty  years  at  compound  interest  at  4  per  cent,  he  must  set 
aside  annually  forty-two  one-hundredths  per  cent  on  the  $100,- 
000;  or  $420  each  year. 

This  subject  of  depreciation  is  one  of  the  most  important 
features  of  appraisal  work.  A  difference  of  1  per  cent,  for  exam- 
ple, in  depreciation  of  an  office  building,  is  enough  to  make  the 
difference  between  a  very  lucrative  or  losing  investment,  since 
1.05  per  cent  of  a  building  value  (not  the  building  and  land 
value)  if  set  aside  and  annually  in^■ested  in  4  per  cent  in  a  bank, 
will  reproduce  the  original  value  of  the  building  in  40  years. 

There  is  no  doubt  that  conflicting  views  of  proper  deprecia- 
tion, depletion  and  exhaustion,  allowance  of  excessive  rates  by 
the  government  as  to  mines,  buildings,  machinery,  personal  prop- 
erty, etc.,  explain  the  large  number  of  corporations  reporting 
deficits  under  the  federal  income  tax.  The  statistics  of  income 
of  the  federal  census,  for  the  year  1924,  show  that  corporations 
reported  deficits  amounting  to  $2,223,925,993.  On  the  other  hand, 
these  same  corporations  reported  dividends  paid  (out  of  such 
deficit)  amounting  to  approximately  $388,000,000,  of  which  $343,- 
832,104  was  in  cash  and  $43,705,714  in  stock  dividends.  About 
181,000  corporations  reported  no  net  income,  showing  a  deficit 
of  $2,223,925.^)93  and  that  number  represented  43.3  per  cent  of 
the  total  number  of  corporations.  In  this  connection  it  is  notable 
that  construction  corporations  reporting  net  income,  paid  an 
income  tax,  based  on  the  net  income,  amounting  to  10.48  per 
cent,  which  is  lower  than  any  of  the  varied  kinds  of  manufactur- 
ing, business  and  financial  corporations,  with  the  exception  of 
rubber  and  rubber  goods.  The  10.48  per  cent  of  the  income 
which  the  construction  companies  paid,  is  the  same  per  cent  that 
agricultural  and  related  industries  bore  of  their  net  income. 

Aside  from  the  theory,  however,  of  depreciation  it  is  neces- 
sary to  adopt  some  table  more  practical  and  convenient  especially 
for  wholesale  assessing.  The  following  table  of  structural  de- 
preciation has  had  considerable  sanction  : 
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TABLE  OF  STRUCTURAL  DEPRECIATION 

(Obsolescence  not  included) 
Annual  *1c  Depreciation  of  Present  Day  Cost 


u 

Dwellings 
and   Stores 
Frame 

Dwellings 
and  Stores 
Brick 

.Apartments 
and  Hotels 
Non-Fireprooi 

.Apartments 
and  Hotels 
Fireproof 

Stores  and 
Office   Bldgs. 
I-'ireproof 

Industrial 
Buildings 
Fireproof 

Industrial 
Buildings 
Xon-Fireprool 

1 

..2  Yo. 

.  2  % 

.  .  3   Vr 

.  .  \V,%: 

.  1/.'. 

..  I'//r. 

■  1'/'% 

2 

.   4 

.  4 

..  6 

.  3 

.  .  3    . 

.  3 

3 

..  6 

.  6 

..  9 

..  4K' 

.  4'1, 

..  4':; 

■  4>{. 

4 

..  8 

.  8 

..12 

. .  6 

.  6 

..  6 

.  6 

5 

..10 

.10 

..15 

.  .  7 '  J 

■  7':. 

..  7/ 

•  7'/. 

6 

..12 

•  ll'j 

..17>. 

.  .  9 

.  9 

..  9 

.  9 

7 

..14 

.13 

..20 

. .  lOK- 

.10 

. .  10/. 

.10/2 

8 

..16 

.14', 

.  .22':> 

..12 

.11 

..12 

.12 

9 

..18 

Ah 

.  .2? 

..13/2 

.12 

..13/ 

.13'^ 

10 

..20 

.\7V, 

..27y2 

..15 

.13 

..15 

.15 

11 

.  .21'/'. 

.19 

..30 

..16/ 

.14 

..16 

.16/ 

12 

..23 

.20 

.  .32 

..18 

.15 

..17 

.18 

13 

.  .24K' 

.21 

..34 

..19'., 

.16 

..18 

.19/, 

14 

..26 

.22 

..36 

..21 

.17 

..19 

.21 

IS 

..27/2 

.23 

..38 

..22'/2 

..18 

..20 

.  22 '  -J 

20 

..33 

.28 

..48 

..30 

.23 

.  .25 

.30 

25 

.  .  38 

.33 

.  .SSVz 

..37'/;. 

.28 

..30 

.  37 '  :> 

30 

..43 

.3^ 

..63 

..45 

.  .  33 

.  .  3? 

.45 

35 

..48 

.43 

..70'/. 

.  .  52 '/. 

.  .  38 

..40 

.52'/. 

^K) 

.  .  53 

.48 

.  .7':> 

..60 

..43 

..45 

..60 

45 

..58 

.S3 

..80 

..67/, 

..48 

..50 

.67'/; 

50 

..63 

.58 

..80 

.  .7S 

.  .  53 

..55 

..7S 

It  is  believed  that  any  l)uildin<j;  utili/.ahle  for  its  original 
purposes  is  worth  at  least  20  per  cent  of  its  cost  of  reduplica- 
tion, and  therefore  no  greater  structural  (not  obsolescent)  depre- 
ciation than  80  per  cent  should  ever  be  given. 

The  above  represents  allowable  structural  depreciation  for 
a  building  in  an  ordinary  state  of  repair.    A  building  may  be  in 
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an   excedingly  bad   state   of  repair,   requiring  an   additional   al- 
lowance. 

It  will  be  noted  that  the  foregoing  table  relates  to  structural 
depreciation  only.  Tables  combining  structural  w^ith  obsoles- 
cent depreciation  are  of  little  or  no  value,  for  manifestly  build- 
ings in  general,  even  of  the  same  class,  do  not  become  obsolete 
in  a  uniform  manner,  and  more  assuredly  are  not  equally  obso- 
lescent after  a  given  number  of  years.  Obsolescence  is  largely 
individual  or,  at  best,  local. 

It  will  also  be  noted  that  the  table  is  classified  as  to  time,  as 
to  material,  and  as  to  use,  viz.,  apartment  hotels,  ofiice  and  in- 
dustrial. This  distinction  is  necessary  since  an  industrial  build- 
ing though  fireproof  will  depreciate  far  differently  from  apart- 
ments. In  a  report  of  the  Joint  Committee  on  Valuation  of  the 
Ohio  Public  Utilities,  objection  is  made  to  the  straight  line 
method,  as  well  as  to  the  sinking  fund  method,  the  committee 
urging  the  use  of  an  actual  inspection  method.  Referring  to  the 
straight  line  and  sinking  fund  methods,  it  says : 

"Both  of  these  methods  make  use  of  life  tables 
showing  average  length  of  life  of  similar  units.  Often 
these  tables  do  not  represent  exhaustive  studies  of  any 
great  number  of  units.  Furthermore,  unless  the  life 
tables  are  comjjiled  with  reference  to  conditions  similar 
to  those  surrounding  the  operation  of  the  unit  in  ques- 
tion, they  are  practically  worthless  as  a  basis  for  esti- 
mating the  length  of  life  of  a  unit.  Frequently  such 
tables  are  axerages  taken  from  records  of  units  operat- 
ing under  widely  diverse  conditions;  hence  they  give  no 
index  to  the  depreciation  of  a  unit  working  under  defi- 
nite circumstances.  Moreo\er.  these  tables  are  based 
upon  studies  of  units  installed  many  years  ago,  and 
operated  under  conditions  prevailing  during  that  period, 
which  are  necessarily  different  from  conditions  under 
which  similar  units  are  operated  today,  (jr  will  be  oper- 
ated in  the  future." 

"Moreover,  such  life  tables  are  oi)en  to  objection, 
because  they  necessarily  fail  to  accurately  measure  : 

1.  The  wear  and  tear  which  has  actually  taken  place  on 
the  unit  in  question. 

2.  The  standard  of  maintenance  employed. 

W'idelv    \arving   standards   of    maintenance    will    he 
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adopted  in  different  plants,  and  it  is  impossible  to 
give  proper  consideration  to  these  variations  in  the 
preparation  of  life  tables. 

3.  The  elements  of  inadequacy. 

Since  a  life  table  is  an  average  and  is  not  made  with 
reference  to  any  given  community,  it  can  furnish 
no  guide  to  any  influence  which  the  element  of  in 
adequacy  from  natural  causes  or  from  municipal  reg- 
ulations may  have  upon  the  date  of  replacement  of 
the  unit. 

4.  The  element  of  olisolescence. 

Any  effect  which  this  element  may  lia\e  upon  the 
total  depreciation  is  much  more  nearly  ascertainable 
by  the  appraiser  at  the  time  of  making  the  \aluation 
in  the  light  of  the  state  of  the  art  at  that  particular 
time  than  by  the  use  of  any  life  tables. 

"The  objections  which  have  been  urged  against  es- 
timating depreciation  by  any  of  the  theoretical  methods 
are  met  by  the  use  of  the  actual  inspection  method. 
Here  the  depreciation  is  determined  through  actual  in- 
spection by  an  appraiser,  and  the  application  of  his 
judgment,  verified  by  such  tests  as  may  be  practicable. 
By  the  inspection  method,  due  alk)wance  is  made  for  the 
actual  wear  and  tear  and  the  standard  of  maintenance 
employed.  It  is  the  consensus  of  opinion  that  this 
method  affords  the  fairest  measure  of  depreciation  that 
can  be  applied  to  a  property. 

It  is  frequently  urged  that  a  frame  dwelling  should  be  much 
more  rapidly  depreciated  than  a  masonry  dwelling.  This  is  not 
advisable.  The  construction  of  the  foundation  and  roofing, 
heating,  plumbing,  plastering,  hardware,  lighting  fi.xtures  and 
interior  woodwork  is  the  same  in  both,  the  only  difference  being 
that  the  frame  dwelling  has  siding  or  shingles  in  the  side  walls. 
while  the  other  has  masonry  construction  for  its  walls.  In  a 
frame  dwelling  house  of  76?^  s(|uare  feet  ground  floor  area,  cost- 
ing, for  example.  $ir).000,  the  wood  studding,  siding,  sheathing 
and  painting  will  cost  about  $1600.  In  other  words,  90  per  cent 
of  these  two  houses  are  identical  in  cost  and  value.  This  would 
show  that  only  10  per  cent  of  the  cost  of  the  frame  house  was  en- 
titled to  an  additional  rate  of  depreciation  over  the  brick  house. 
If  a  frame  house  is  kept  reasonably  well  painted,  it  will.  pri»b- 
ably,  last  as  long  as  a  brick  house. 
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The  Common  Brick  Manufacturers  Association  of  America 
asserts  that  the  difference  in  cost  is  but  5  per  cent.  In  a  recently 
issued  pamphlet  it  claims  that  a  $6000  house  built  of  brick  would 
require  but  20,000  brick  for  the  outside  walls  and  that  the  total 
cost  of  the  brick  at  an  average  price  throughout  the  country 
would  be  about  $300  or  "less  than  the  plumbing  would  cost." 

How  various  are  the  opinions  as  to  rates  of  depreciation  and 
how  much  self-interest  controls  such  appraisals  is  evident  from 
the  data  submitted  by  a  prominent  building  material  association, 
wherein  it  suggests  a  depreciation  of  one-half  per  cent  per  annum 
for  a  brick  house  while  it  affirms  a  3  per  cent  per  annum  depre- 
ciation to  be  necessary  for  a  frame  house.  Of  course,  if  the 
frame  and  brick  houses  are  95  per  cent  identical  in  material  and 
cost  such  a  variation  must  appear  absurd.  The  difference  be- 
tv\'een  a  brick  and  frame  house  will  be  found  to  be  rather  that 
of  maintenance,  repairs,  insurance,  etc. 

Cecil  C.  Evers  in  his  "The  Commercial  Problem  in  Build- 
ing" offers  the  following  table  of  structural  and  commercial 
depreciation : 

Table  of  Approximate  Structural  and  Commercial  Life  of  Differ- 
ent Classes  of  Buildings,  also  Annual  Structural  and 
Commercial  Depreciation 

Structural  Commercial 


0)    C  a;    ^ 

biO  .2  two  .2 

u    ci  I-    fS 

>     u  >     ^ 

Class  of  Btiildings                          S          "©   S"     ^  *©   ^ 

c  ^  "^  c  ^ 

Us-"  U    3 

^              dn    •<  U_  C^    < 

Cheap   detached   frame   residences....   30-40      2.90  2S  4. 

Cood  detached  frame  residences 40-60      2.10  35  2.90 

Ordinary  brick  residences 50-75       1.65  40  2.50 

Good  brick  and  stone  residences 100-150     .83  45  2.20 

Frame  tenements 25-35       3.50  273^  3.17 

Brick  tenements  and  flats  40-50       2.25  35  2.W 

Good  class  apartment  houses 50-75       1.66  45  2.20 
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High  class  fireproof  apartment  houses  75-100  1.16  45  2.20 

Cheap  brick  shops  and  dwellings 40-50  2.25  40  2.50 

Ordinary  brick  shops  and  dwellings.  .  .  50-75  1.66  45  2.20 

Good  brick  and  stone  stores  and  offices  75-100  1.15  45  2.20 
High  class  offices  and  stores  of  brick, 

stone,  terra  cotta  and  iron  or  steel 

construction     150  .83  50  2. 

In  frame  buildings  and  the  cheaper  brick  buildings,  there  is 
apt  to  be  excessive  depreciation  over  the  average  in  the  first  year 
or  two,  owing  to  shrinkage  and  settlement.  Special  allowances 
can  be  made  for  this  where  necessary. 

It  will  be  noted  that  Mr.  Evers  finds  the  structural  life  of 
high  class  offices  to  be  150  years,  while  the  commercial  life  he 
places  at  45  years.  Preston  M.  Nolan  of  Chicago,  emphasizes 
the  necessity  of  figuring  depreciation  on  the  probable  commer- 
cial, rather  than  the  structural  life  of  buildings.  As  indicating 
the  necessary  obsolescence  charge  due  to  changing  business  con- 
ditions, he  cites  the  following  Chicago  office  buildings  with  their 
approximate  commercial  life:  "The  Chaplain,  15  stories,  21  years 
old  when  taken  down ;  The  Continental  Bank  Building,  28  years ; 
The  Rand-McNally  Building,  28  years ;  The  Trade  Building, 
15  years;  The  Royal  Insurance  Building,  ^5  years;  The  Montock 
Block,  19  years;  The  Mailers  at  Ouincy  and  LaSalle,  34  years. 
Then  there  was  the  Old  First  National  Bank  Building,  the  City 
Hall,  and  the  County  Building,  all  of  which  the  engineer  would 
have  shown,  had  a  life  of  several  times  that  accorded  them  by 
Chicago's  ruthless  and  quick-moving  spirit  of  progress.  It  is 
easy  to  prove  the  intrinsic  non-existence  of  a  building.  When- 
ever the  net  earnings  of  a  properly  managed  property  fall  below 
the  accepted  rate  of  return  for  the  land  alone,  the  building  has 
ceased  to  exist,  excepting  as  an  incumbrance  on  the  land." 

S.  M.  Boardman  of  the  Chicago  Real  Estate  Index  Co.,  de- 
termined by  actual  count  that  the  average  life  of  all  first  build- 
ings on  LaSalle  Street  and  Michigan  Avenue,  now  replaced, 
was  34.5  years.  On  the  other  hand,  Col.  John  Reed  Kilpatrick  of 
the  George  A.  Fuller  Co.  of  New  York  City,  addressing  the 
American  Construction  Council  meeting  on  No\ember8,  1926.  on 
"Permanency  in  Building  Construction."  took  exception   to  the 
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oft-repeated  statement  that  the  average  useful  life  of  a  steel 
frame  skyscraper  is  27  years.  In  this  address  he  asserted  that 
with  building  development  controlled  by  well  planned  city  and 
zoning'  ordinances,  in  so  far  as  construction  is  concerned,  a  mod- 
ern steel  frame  fireproof  building  competently  planned  and  hon- 
estly erected  would  render  efiicient  service  for  100  years  or  more. 

An  interesting  table,  giving  the  proportion  each  kind  of 
work  bears  to  the  total  building  cost  and,  therefore,  showing 
what  proportion  of  an  ordinary  house  costing-  from  $9000  to 
$23,000  goes  for  all  carpentry  work  in  the  building,  was  recently 
prepared  by  The  Copper  and  Brass  Research  Association,  as 
follows : 

BUILDING  DOLLAR  IN  FRAME  CONSTRUCTION 

Cents  is 
Spent 

For  excavating  and  grading 1.8 

For  masonry   9.4 

For  stucco,  plaster  and  tile • 10.6 

For  carpentry    27.2 

For  roofing 5.4 

For  flashings,  downspouts,  etc .7 

For  plumbing   9.3 

For  heating  7.0 

For  electric  wiring,  etc 2.7 

For  hardware 2.0 

For  painting  and  glazing 4.5 

For  screens    .9 

Total  for  construction 81.5 

For  landscaping-  3.0 

For  builder's  profit 9.4 

For  architect's  fee   4.5 

For  financing 1.6 

100.0 
These  figures,  however,  apply  entirely  to  frame  construc- 
tion, as  do  most  comparative  figures  dealing  with  construction 
costs.  The  reason  for  this  is  that  frame  houses  are  most  numer- 
ous throughout  the  country  and  it  is  customary  with  statisti- 
cians to  base  their  tables,  figures  and  estimates  upon  that  par- 
ticular type  of  construction  with  which  people  in  general  are 
most  familiar. 
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It  will  be  noted  that  the  entire  cost  of  carpentry,  not  only 
the  walls,  but  partitions,  floors,  windows,  etc.,  is  27  per  cent.  It 
takes  but  a  cursory  examination  to  note  that  more  than  25  per 
cent  of  construction  is  identical  in  both  brick  and  frame  con- 
struction. 

The  Cleveland  Housing  Co.  a  few  years  ago,  made  an  anal- 
ysis of  the  cost  of  one  hundred  live  to  six  room  frame  dwellings. 
The  analysis  was  made  of  the  building  dollar  in  percentages  go- 
ing to  the  respective  building  trades  and  was  segregated  as  to 
the  part  of  each  going  to  labor  and  material  respectively.  The 
table  is  as  follows : 


Total  % 

Labor  % 

Material  % 

Excavation 

2.3 

2.3 

Masonry 

13.8 

5.2 

8.6 

Carpentr}' 

50.0 

22.0 

28.0 

Roofing 

1.4 

.6 

.8 

Plaster 

6.6 

4.0 

2.6 

Painting 

4.8 

3.5 

1.3 

Plumbing 

10.4 

1.4 

9.0 

Electrical 

1.8 

.4 

1.4 

Heating  (Hot  Air) 

2.9 

.8 

2.1 

Sheet  Metal 

1.3 

.1 

1.2 

Decorating 

1.2 

.2 

1.0 

Miscellaneous 

3.5 

.5 

3.0 

laiO  41.0  59.0 

In  the  above  table,  for  example,  it  is  found  that  in  a  six 
room  frame  dwelling,  carpentry  cost  about  50  per  cent  of  the 
total  cost  of  the  dwelling  and  that  this  goes  22  per  cent  to  labor 
and  28  per  cent  for  material.  It  is  interesting  to  note  that  while 
the  part  going  to  labor  in  the  year  1910  was  33  1/3  per  cent,  and 
the  part  going  to  material  was  66  2/3  per  cent,  in  the  year  1925 
the  part  going  to  labor  was  41  per  cent  and  the  part  going  to 
material  was  59  per  cent.  In  other  words,  more  of  the  cost  of 
the  house  is  going  to  labor,  while  the  material  costs  less. 

Whatever  may  be  any  authority's  opinion  of  the  proper  de- 
preciation rates  for  the  various  classes  of  improvements,  the 
rulings  by  the   federal   authorities   in   administering   federal   in- 
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come  tax  will  carry  great  weight.  While  the  regulations  do  not 
set  forth  any  particular  rates,  nevertheless,  a  number  of  depart- 
mental rulings  seem  to  justify  5  per  cent  for  frame  residences,  3 
per  cent  for  apartment  houses,  3  per  cent  for  slow-burning  brick 
structures  belonging  to  manufacturers,  2  to  2V2  per  cent  for  re- 
inforced concrete  buildings  and  2  per  cent  for  concrete,  brick 
and  steel  fire-proof  buildings. 

The  National  Machine  Tool  Builders  Association  uses  these 
rates:     Brick  buildings,  3  per  cent;  frame  buildings,  5  per  cent. 

In  the  Farmers  Grain  Co.'s  Appeal,  1  B.  T.  A.  605,  the 
board  allowed  5  per  cent  on  grain  elevators,  and  the  treasury 
ruled :  A  frame  building  may  remain  serviceable  for  a  period  of 
20  to  30  years,  while  a  building  of  steel,  concrete,  and  stone  con- 
struction may  have  a  life  of  50  to  100  years. 

In  Bulletin  "F",  page  7,  in  Howely's  Appeal,  2  B.  T.  A. 
1099,  the  board  allowed  higher  rates  than  were  allowed  by  the 
commissioner  and  lower  than  claimed  by  taxpayer,  on  frame 
buildings  in  California  subject  to  excessive  heat.  Frame  cottage 
and  tenant  houses,  5  per  cent ;  residence  6  2/2)  per  cent  to  7^ 
per  cent.* 

In  the  case  of  an  apartment  house  a  jury  found  that  3  per 
cent  was  a  proper  rate  of  depreciation.  Cohen  v.  Lowe,  234 
I'ed.  474.  This  was  the  rate  allowed  by  the  go\ernment,  while 
the  plaintiff  claimed  5  per  cent.  'Ilie  apartment  house  was  situ- 
ated at  No.  320  West  84th  Street,  New  York,  a  very  desirable 
location. 

If,  however,  a  change  in  the  character  of  a  neighborhood  or 
other  causes  results  in  an  ascertainable  loss,  the  claim  for  depre- 
ciation would  probably  be  correspondingly  increased. 

A  recognized  authority  ("Depreciation  of  Buildings,"  by 
I'Vank  Lord,  president.  Cross  &;  Brown  Co.,  New  York  City) 
on  real  estate  buildings  emphasizes  the  need  for  special  study  of 
each  particular  case.  The  life  of  a  building  is  dependent  upon 
many  factors.  It  is  necessary  to  take  into  consideration  :  first. 
the  design  of  the  building  and  of  its  foundations  ;  second,  the 
type  as  adajJted  to  its  locality  and  purpose  ;  third,  its  construc- 
tion and  material ;  fourth,  its  operation  and  maintenance.     When 
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it  is  impossible  to  obtain  definite  information  along  these  lines, 
this  authority  states  that  "we  must  be  content  to  accept  the 
method  generally  adopted  of  taking  3  per  cent  for  brick  and 
stone  and  4  per  cent  for  frame  buildings." 

In  C.  R.  McCauley  Co.'s  Appeal,  1  B.  T.  A.  937  (A),  the  tax- 
payer fixed  a  value  of  $140,000  on  a  four  story  reinforced  con- 
crete building  on  March  1..  1913.  and  claimed  3  per  cent  depre- 
ciation. The  commissioner  reduced  the  value  to  $70,000  and 
allowed  2  per  cent.  The  board  overruled  the  commissioner's 
valuation  and  allowed  the  taxpayer's,  but  sustained  the  2  per 
cent  rate. 

In  Roshek's  Appeal,  2  B.  T.  A.  260  (A),  taxpayer  claimed 
four  per  cent  on  brick  business  building,  finished  inside  with 
steel  and  wood,  erected  on  leased  land,  lessor  to  purchase  build- 
ing at  end  of  lease  at  salvage  value.  The  commissioner  reduced 
the  rate  to  35^2  per  cent  and  was  upheld  by  board.  The  taxpayer 
claimed  eight  per  cent  on  an  old  building  purchased  with  an 
estimated  remaining  life  of  12^2  years.  The  commissioner  re- 
duced the  rate  to  three  per  cent  and  Avas  overruled  by  the  board. 

A  concrete  building  75  x  250  feet,  the  walls  of  which  were 
only  six  inches  thick,  standing  upon  a  sandy  foundation  in  close 
proximity  to  the  main  line  of  a  railroad,  where  traffic  was  heavy 
?nd  the  constant  movement  of  trains  caused  vibrations  both  of 
the  soil  foundation  and  of  the  building,  was  depreciated  by 
a  taxpayer  at  the  rate  of  five  per  cent  per  annum.  The  commis- 
sioner reduced  the  rate  to  2}4  per  cent.  The  board  (in  Dickey 
Groc.  Co.'s  Appeal,  1  B.  T.  A.  108  (A),  sustained  the  taxpayer. 

In  Eckstein's  Appeal,  2  B.  T.  A.  19  (A),  three  per  cent  dc- 
j)reciation  on  two  buildings  in  Chicago  of  steel  and  concrete,  was 
allowed  by  the  board.  The  commissioner's  rate  (which  was  not 
disclosed)  was  overruled.  The  board  took  into  consideration 
traffic  congestion  which  seriously  affects  retail  trade.  In  Eimer 
&  Amend's  Appeal,  2  B.  T.  A.  603,  the  commissioner  allowed  one 
per  cent  on  two  steel  and  brick  buildings  erected  at  209  East 
18th  Street,  and  202  East  19th  Street,  New  York  City,  on  leased 
land.  The  board  refused  to  accept  the  evidence  of  the  taxpayer 
and  upheld  the  commissioner. 
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The  Commissioner  of  Internal  Revenue  in  1924  approved  a 
depreciation  on  the  building  and  equipment  of  the  First  National 
Soo-line  Building  of  Minneapolis,  at  the  rate  of  2.23  per  cent,  a 
composite  rate  reached  by  depreciating  the  equipment  such  as 
boilers,  elevators,  etc.,  and  a  standard  rate  of  the  building  1.5 
per  cent.* 

APPRECIATION  OF  BUILDINGS 

Structures  sometimes  appreciate  in  value,  when,  for  exam- 
ple, the  present  day  duplication  cost  less  depreciation  is  found 
to  be  greater  than  the  prior  original  cost. 

In  speaking  of  depreciation  of  buildings,  one  frequently 
hears  it  said  that  there  has  been  no  depreciation  of  late  years, 
but  rather  appreciation.  This  is  true,  of  course,  when  we  seek 
the  present  value  from  a  value  or  cost  as  of  a  former  date.  For 
example,  if  we  know  the  value  of  a  building  in  1913,  knowing 
the  general  appreciation  of  building  materials  up  to  1927,  we 
may  calculate  the  present  day  cost  by  adding  the  per  cent  in- 
crease in  general  costs.  We  must  then,  however,  calculate  the 
depreciation  in  wear  and  tear.  It  will  make  no  difference  whether 
we  find  a  building  value  by  taking  the  present  day  cost  of  dupli- 
cation less  depreciation,  or  on  the  other  hand,  whether  we  take 
the  original  cost  or  a  previous  date  value  and  add  a  per  cent  of 
general  increased  costs,  deducting  therefrom  depreciation. 

For  the  benefit  of  those  calculating  present  value  from  a  for- 
mer cost  or  value,  the  index  prices  of  building  construction  costs 
compiled  by  the  United  States  Department  of  Commerce  and 
issued  in  its  bulletin  "Sur\e}'  of  Current  Business,"  will  be  of 
assistance. 

INDEXES  OF  CONSTRUCTION  COSTS 


Year  and  Month 

Factory      Con.                           Brick, 
building  struction                      wood 
costs          costs        Frame       frame 
(1)              (2)            (3)            (4) 

Brick. 

steel 

frame 

(5) 

Rein- 
forced 
concrete 
(6) 

Rel.  to  1914          Relative  to  1913 

1913  monthly   average.... 

1914  monthly  average.... 

100           100           100 

....100          89          97         100 

100 
98 

100 

98 

*This  subject  is  treated  at  greater  length  in  "Income  Tax  Procedure — 
1926,"  by  Robert  H.  Montgotnery,  published  by  The  Ronald  Press  Company. 
New  York. 
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1915  monthly  average 93  99  103  101  102 

1916  monthly  average 147  109  114  122  120 

1917  monthly  average 181  134  140  155  147 

1918  monthly  average 189  164  171  179  171 

1919  monthly  average 198  212  219  209  210 

1920  monthly  average 251  269  284  257  264 

1921  monthly  average 179  202  190  216  201  207 

1922  monthly  average 170  175  190  196  185  188 

1923  monthly  average 202  214  209  219  212  210 

1924  monthly  average 198  215  205  218  210  206 

1925  monthly  average 195  207  202  210  202  200 

1926  monthly  average 197  208  208  212  198  200 

In  the  above,  column  one  represents  index  numbers  designed 
to  show  the  relative  changes  in  the  cost  of  constructing  a  stand- 
ard concrete  factory  building.  The  year  1914  gave  a  normal  base 
and  July  1920  with  an  index  number  of  265,  represented  the  peak 
of  costs. 

Column  two  represents  the  Engineering  News-Record  con- 
struction cost  index  numbers  based  on  the  prices  of  steel,  cement, 
lumber  and  common  labor  in  1913.  These  materials  and  com- 
mon labor  are  weighted  according  to  their  relative  importance. 
These  weightings  are:  Steel,  37.50  per  cent;  cement,  7.14  per 
cent;  lumber,  17.10  per  cent;  labor,  38  per  cent.  The  weightings 
were  determined  by  studying  the  annual  production  of  the  three 
prime  materials  and  the  nuinber  of  common  laborers  (exclusive 
of  farm  labor)  in  the  United  States.  The  markets  considered 
are  structural  steel  in  Pittsburgh,  cement  without  bags  f.  o.  b. 
Chicago;  3  x  12-in.  to  12  x  12-in.  southern  pine  to  contractors  in 
New  York,  and  the  average  price  of  common  labor  in  the  eigh- 
teen to  twenty  cities  listed  in  Engineering  News-Record  in  the 
first  issue  of  each  month.  The  prices  are  those  obtaining  in  the 
last  week  of  each  month  and  published  in  the  first  issue  of  each 
month.  The  quantities  of  these  materials  and  the  number  of 
man-hours  used  in  computing  the  index  number  were  selected 
so  that  the  total  cost  (quantities  multiplied  by  prices,  and  added 
together)  for  1913  would  be  $100  for  a  "unit  of  construction." 

For  example,  if  the  quantities  are  2500  lb.  of  structural  steel, 
six  barrels  of  cement,  600  feet  b.  m.  of  lumber,  and  200  man- 
hours,  and  the  prices  are  $1.50  per  100  lb.  for  shapes,  $1.19  per 
net  bbl.  of  cement,  $28.50  per  IM  ft.  b.  m.  of  lumber,  and  19  cents 
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per  hour  for  common  labor,  the  total  computation  will  be  $99.74; 
100  is  the  base  Engineering"  News-Record  construction  cost  in- 
dex number. 

Columns  three,  four,  five  and  six  represent  index  numbers 
indicating  construction  costs  for  each  month  as  based  upon  ma- 
terial and  labor  costs  prevailing  in  the  United  States,  weighted 
in  accordance  with  cost  percentages  determined  from  buildings 
of  each  type  actually  constructed. 

For  the  benefit  of  those  who  prefer  to  base  appreciation  or 
depreciation  rather  upon  the  wholesale  price  range  of  all  com- 
modities as  determined  by  the  Lhiited  States  Department  of  La- 
bor, the  following  may  be  used : 

PRICE  RANGE  OF  "ALL  COMMODITIES" 

Index  Number  of  Wholesale  Prices 

1913  1914  1915  1916  1917  1918  1919  1920  1921  1922  1923  192-4  1925  1926 

Jan 100  98  98  113  153  184  199  233  170  138  156  151  160  156 

Feb 100  99  99  115  157  186  193  232  160  141  157   151  160  155 

March 100  98  99  119  162  187  196  234  155  142  159   149  161  151 

April lOO  98  99  121  173  190  199  245  148  143  159   148  156  151 

May 99  97  100  122  183  190  202  247  145  148  156   146  155  152 

June 99  97  99  123  185  191  203  243  142  150  153   144  157  152 

July 100  97  100  123  188  196  212  241  141  155  151   147  159  151 

Aug 100  101  100  126  189  200  216  231  142  155  150.1149  160  149 

Sept 102  102  100  130  187  204  210  226  141  153  154   148  159  150 

Oct 101  97  102  136  183  202  211  211  142  154  153.1151  157  150 

Nov lOO  97  104  146  183  203  217  196  141  156  152.1152  157  148 

Dec 99  97  108  149  182  202  223  179  140  156  151  157  156  147 

Averages  ...  100   98  101   127  177  194  206  226  147  149  154  ISO  158  151 


CHAPTER  28    . 
OBSOLESCENCE 


Impossible  to  estimate  on  a  uniform  basis — A  weak  biik 
in  uniform  appraisinpr — Obsolescence  may  be  of  two  kinds, 
local  and  structural — Variation  in  depreciation  tables — 
Table  of  depreciation  for  buildings  with  a  given  life — Pub- 
lic now  demand  better  and  consetjuently  more  expensive 
homes — The  modern  and  obsolescent  homes  compared. 


Obsolescent  (economic  or  commercial)  depreciation  is  im- 
possible to  compute  on  a  uniform  basis.  It  is  one  of  the  weak 
points  in  uniform  appraisals,  although  a  little  experience  exam- 
ining the  many  special  and  particularly  exorbitant  and  unfair  de- 
mands which  ingenious  minds  discover,  claim  and  urge,  would 
soon  prove  that  it  is  a  wide  door  for  friends  and  a  narrow  door 
for  foes.  It  would  soon  break  down  every  semblance  of  uni- 
formity. The  thousands  of  buildings  that  property  owners  would 
urge  for  particular  study  and  in\estigation  l)v  hundreds  of  as 
sessors  in  a  few  weeks,  of  course,  would  prohibit  such  consider- 
ation under  present  laws  and  conditions.  Indeed,  such  considera- 
tion would  probably  produce  most  inequitable  and  monstrous 
results.  Few  people  appreciate  the  need  of  obsolescent  depre- 
ciation. Indeed,  many  old  residents  take  pride  in  the  fact  that 
their  residences  are  "as  good  as  40  years  ago."  Xot  until  they 
attempt  to  sell  thetn  will  they  appreciate  that  they  arc  what 
others  think  them  to  be  "good  for"  that  gives  them  value. 

Yet.  notwithstanding  the  difificulties,  every  case  must  rest 
on  its  own  circumstances.  Every  structure  must  be  considered 
with  reference  to  its  condition  and  uses.  In  the  words  of  the 
L'nited  States  Board  of  Tax  Appeals,  Reports,  IBTA  108: 

"In  ascertaining  the  reasonable  amount  of  a  deduc- 
tion for  exhaustion,  wear  and  tear  of  property  used  in 
business,  the  character  of  the  properties,  their  location, 
surroundings  and  uses,  must  be  given  consideration,  and 
their  prol)ablc  life  will  be  determined  in  accordance  with 
the  conditions  of  each  individual  case. 
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"Obsolescence  is  due  to  many  causes  and  is  of  many 
kinds.  W.  C.  Clark,  economist  for  the  .S.  A.  Strauss  Co., 
in  an  article  appearino^  in  the  National  Real  Estate  Jour- 
nal during  the  year  1925,  gave  a  short  yet  comprehen- 
sive analysis  of  the  causes  of  obsolescence  as  follows : 

A.  Mistakes  in  Promotion. 

1.  LInwise  choice  of  location. 

2.  Wrong  ratio  between  site  value  and  building 
value. 

3.  Faulty  planning. 

4.  Inefficient  construction. 

5.  Inadequate  or  out-of-date  equipment. 

B.  Mistakes  in  Operation. 

1.  L^nwise  selection  of  tenants. 

2.  Inefficient  or  indifferent  service. 

3.  Inadequate  maintenance. 

C.  Broad  Economic  Changes. 

1.  Increase  in  population  and  in  land  values. 

2.  Shifting  of  urban  districts. 

3.  Decay  or  shifting  of  important  industries. 

4.  Progress  in  the  building  arts. 

D.  Other  Causes. 

1.  Erection  of  new  or  larger  or  higher  buildings. 

2.  The  more  modern  and  more  complete  service 
of  newer  buildings. 

3.  Damage  caused  by  new  adjacent  buildings  cut- 
ting off  light  and  air. 

"The  above  is  an  excellent  analysis  of  the  many 
causes  and  kinds  of  obsolescence  and  these  are  particu- 
larly noticeable  in  higher  priced  structures.  Perhaps  the. 
greatest  field  of  obsolescence,  at  least  the  field  more  no- 
ticeable to  the  average  person,  is  that  pertaining  to 
dwellings  due,  first,  to  local  obsolescence,  and  second, 
to  structural  obsolescence." 

Local  obsolescence  is  a  result  of  the  character  of  the  neigh- 
borhood changing  in  such  a  manner  that  a  building  has  lost  its 
desirability  for  the  purpose  for  which  it  was  intended.  A  dwell- 
ing of  modern  design  and  furnishings  in  a  good  location  might 
be  found  to  be  later  surrounded  by  commercial  or  industrial 
enterprises,  or  the  thoroughfare  on  which  the  dwelling  is  located 
may  be  used  in  such  a  manner  (street  car  traffic,  heavy  deliv- 
ery, etc.),  that  the  building  diminishes  in  value  because  of  its 
location. 
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Structural  obsolescent  depreciation  is  considered  to  have 
taken  place  in  buildings  that  were  constructed  at  a  period  when 
the  type  of  construction  and  the  style  of  plan  and  ornamentation 
differed  from  those  in  vogue  today.  In  the  older  dwellings  it  is 
found  that  the  ground  floor  area  is  much  greater  than  today, 
occupying  much  of  the  lot.  On  the  exterior,  it  is  noticed  that 
the  porches  are  small  and  narrow.  Profuse  scroll  work  and 
gaudily  detailed  porches  and  cornices  are  no  longer  in  good  taste. 
The  roof  is  covered  with  unpainted  shingles,  the  siding  is  droj) 
siding  without. sheathing  boards  underneath.  There  are  a  large 
number  of  rooms,  parlor,  reception  hall,  sitting  room,  small  din- 
ing room,  huge  kitchen,  bedrooms  without  adequate  closet  space, 
pantries,  stair  halls,  etc.,  but  seldom  any  bath  room.  The  ceil- 
ings are  high,  as  are  the  windows,  the  latter  being  very  narrow — 
in  fact,  the  lighting  and  ventilation  leaves  much  to  be  desired. 
The  floors  are  unfinished  because  they  were  covered  by  carpets. 
The  interior  wood  work  is  of  pine  or  poplar,  grained  to  imitate 
more  costly  woods. 

The  house  contains  a  small  cellar,  poorly  lighted  because  the 
house  foundation  is  low,  and  with  a  dirt  bottom.  Few  old  dwell- 
ings have  any  heating  system  other  than  a  base  burner  and  a 
kitchen  range.  The  plumbing  fixtures  instead  of  the  enameled 
ware  are  of  zinc  or  copper,  the  wash  stands  of  marble.  The  light- 
ing is  done  either  by  kerosene  lamps  or  gas  jets. 

Compare  this  with  the  modern  dwelling.  It  is  substantially 
constructed  on  a  high  foundation  with  plenty  of  windows.  Undei 
the  entire  house  is  a  basement  which  contains  heating  plant, 
laundry  tubs,  hot  water  heater,  etc.  The  porches  very  recentlv 
were  of  generous  size,  many  homes  having  sleeping  porches  and 
refrigerator  room  porches. 

The  main  floor  is  divided  into  a  large  living  room,  dining 
room,  kitchen  and  perhaps  a  lavatory.  The  upper  floor  con- 
tains well  lighted  bed  rooms  with  spacious  clothes  closets  and 
linen  cupboards.  The  bath  room  has  enameled  ware  fixtures  and 
often  a  tile  floor.  The  floors  of  the  entire  house  are  polished  and 
the  wood  work  is  of  hard  wood  or  pine  varnished  or  enameled. 
The  lighting  system  is  electric  with  connections  for  heating  ap- 
pliances.   The  fixtures  are  in  the  ceiling,  with  fewer  globes.  Base 
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plug-  outlets  for  ornamental  lamps  or  for  vacuum  cleaner  use 
are  usually  provided  in  every  room  of  the  house.  A  chute  and 
speaking  tubes  connect  the  second  floor  with  ground  floor  and 
basement.  The  outside  of  the  house  has  water  hydrants.  The 
porch  is  frequently  on  the  side  and  enclosed  rather  than  across 
the  whole  front  of  the  house. 

This  whole  subject  is  Avell  described  in  a  magazine  article 
giving  reasons  for  the  "higher  cost  of  building  residences." 

"A  bettered  public  taste  is  one  of  the  chief  items  responsible 
for  higher  cost  of  home  l)uilding  today  than  home  building  ten 
years  ago.  While  wage  increases  and  increases  in  cost  of  build- 
ing materials  have,  of  course,  brought  about  an  actual  increase 
in  building  costs,  the  increase  for  identical  types  of  construction, 
the  data  would  suggest,  is  probably  not  as  great  as  the  public  is 
inclined  to  feel.  For  a  type  of  construction  identical  Avith  what 
it  called  for  ten  years  ago  is  not  what  the  modern  home-build- 
ing public  is  asking  for. 

"Here  are  some  of  the  things  that  the  contractors  say : 

"Ninety-five  per  cent  of  bungalow  bathrooms  being  built  in 
the  typical  American  city  today  have  tiled  floors  and  recessed 
liathtubs,  as  compared  to  the  pine  floors  and  ordinary  fixtures 
of  1913. 

"While  price  of  plumbing  fixtures  for  the  average  home  has 
gone  up  from  $300  to  about  $600.  the  general  group  of  people  who 
ten  years  ago  used  the  hand  lighted  water  heater  today  demand 
an  automatic  instantaneous  heater  that  adds  a  minimum  of  $200 
to  the  total  iniilding  cost.  And  they  insist,  too,  on  floor  drains 
and  plug  outlets  for  their  electrical  laundry  equipment,  an  equip- 
ment unknown  ten  years  ago.  Better  basements  arc  meaning  an 
addition  of  from  $150  to  $1000  to  the  total  cost  of  the  home. 

"Tremendous  development  in  the  use  of  electrical  equip- 
ment throughout  the  home  brings  the  cost  of  this  item  to  $400  in 
the  type  of  home  where  it  would  have  cost  $100  a  decade  ago. 

"Ninety-eight  per  cent  of  the  bungalows  being  built  in  the 
typical  American  city  are  being  equipped  with  some  form  of 
patent  insulation,  an  expense  that  did  not  grieve  home-builders 
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of  ten  years  ago  because  very  few  of  them  knew  anything  about 
the  science  of  insulation. 

"Living  room  trim,  formerly  of  pine,  must  today  be  of  oak 
and  birch,  or  must  have  an  expensive  coat  of  white  enamel. 

"One-piece  combination  sink  and  drain-boards  and  enamel 
kitchen  fixtures  with  an  enameled  range  are  demanded  where  the 
ordinary  sink  was  expected  ten  years  ago." 

In  the  apartment  field  many  changes  have  taken  place.  In 
1010  the  six-room  terrace  type  apartment  was  popular  in  many 
cities.  Strictly  apartment  houses  were  then  built  and  contained 
from  five  to  ten  or  more  rooms  to  each  stiite.  There  were  wood 
floors  in  the  bath  rooms  and  a  sun  room  was  unheard  of.  Today 
few  apartment  houses  contain  suites  of  more  than  five  rooms — 
many  are  from  two  to  four  rooms  each  with  in-a-door  beds,  in- 
cinerators, tile  floors  and  often  walls  in  baths  and  man\  ha\e  'ce- 
less  refrigerators  in  the  kitchens. 

A  type  of  apartment  house  quite  popular  nowadays  is  the 
center  corridor  plan.  In  this  there  is  a  fireproof  corridor  the  full 
length  of  the  building  on  each  floor  and  all  suites  are  entered 
from  this  corridor.  The  suites  in  this  type  of  l^uilding  usually 
contain  from  two  to  four  rooms  each. 

VARIATION  IN  DEPRECI.ATION  TABLES 

Slight  investigation  is  necessary  to  find  great  contrariety  of 
opinion  as  to  appropriate  and  acceptable  standards  of  deprecia- 
tion as  above  stated.  The  ordinary  depreciation  in  the  average 
mind  is  2  per  cent  per  annum.  Cecil  C.  Evers,  in  his  book  on 
"The  Conmiercial  Problem  in  Buildings,"  is  more  liberal.  He 
allows  2.90  per  cent  per  annum  for  structural  and  4  per  cent  for 
commercial  depreciation  per  annum  for  cheap  detached  houses, 
while  for  good  class  apartment  houses  he  allows  1.66  per  cent 
for  structural  depreciation  and  2.20  per  cent  for  commercial 
depreciation,  total  apartment  house  depreciation  3.86  per  cent. 

Earl  Schulz.  in  his  excellent  booklet  on  the  effect  of  obsoles- 
cence on  the  useful  and  profitable  life  of  office  buildings,  says : 
"It  is  apparent  from  a  study  of  the  causes  and  effects  of  obsoles- 
cence that  the  decrease  in  \  alue  of  buildings  due  to  this  cause  is 
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greater  than  that  due  to  physical  deterioration.  The  average  fire- 
proof office  building  structure  will  probably  last  75  to  100  years, 
but  the  rental  will  drop  off  about  the  thirtieth  year." 

The  Cleveland  Building  Owners  and  Managers  Association 
issued  a  pamphlet,  much  in  demand,  on  Depreciation,  Obsoles- 
cence and  Appreciation,  giving  the  economic  life  and  the  result- 
ant necessary  annual  depreciation  of  the  buildings,  and  also  of 
the  constituent  parts  thereof  of  office  buildings,  the  more  im- 
portant of  which  are  as  follows : 

Buildings 

Percent 
Economical  Annual 

Group  Equipment  Life  Depreciation 

Class  A  construction 50  years  2% 

Class   B   construction    33  years  3% 

Class  C  construction 33  years  3% 

Floors,  wood 20  years  5% 

Floors,  marble  and  tile 20  years  5% 

Plastering    20  years  5% 

Sheet  metal,  spouting,  etc 15  years  6-2/3% 

Hardware     20  years  5% 

Roofing,  tin 15  years  6-2/3% 

Roofing,  composition   15  3'ears  6-2/3% 

Roofing,  shingle 15  years  6-2/3% 

Stacks,  brick 33  years  3% 

Stacks,  steel   12  years  8-2/3% 

Doors    33  years  3% 

-Windows  (complete)    33  years  3% 

Interior  Wood  Trim   40  years  2^%) 

Building  Appurtenances 

Standpipes 15  years  6-2/3% 

Flag  Poles 15  years  6-2/35^ 

Fire  Escapes 15  years  6-2/3% 

Deep   Wells    15  years  6-2/3% 

Sewers    15  years  6-2/3% 

Sidewalks    15  years  6-2/3% 

Paving    2r>  years  4% 

Retaining   Walls    20-50  years  2-5% 
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Tanks,  steel 22  years  4^% 

Tanks,  wood  12  years  8% 

Mechanical  Equipment 

I  leatino-  and  venlilaliuiL; 20  years  5% 

Sprinklers    20  years  S% 

Inside  l-'k-cirio  Wiring   20  years  5% 

Fdevators    20  years  y/c 

Vnc  Alarm  Apparatus   20y(\irs  5% 

Fire  Prevention  Apparatus   ....  20  years  5% 

Air  Compressors    20  years  .^^/r 

Shafting.  Pulleys   20  years  5% 

I I  angers.  Helting    20  years  5% 

Plumbing   17  years  6% 

Electric  Light  ^K:   Power  Wiring  17  >  ears  6% 

Refrigeration  Machinery   15  years  6-2/3% 

Laundry  ^Machinery    13  years  6-2/3% 

Lighting  Fixtures   15  years  6-2/3% 

Power  and  Steam  Plant  Equipment 

Boilers    20  years  !>% 

Water  purifying  Plant 20  years  3%- 

Engines    20  \  ears  3*/^ 

Steam  Turbines   20  years  3' ,' 

Superheaters    20  years  ?^/c 

Stokers — Moving   parts    20  years  ?'/( 

Dynamos    20  years  5% 

Electric  Machinery-— Generators  20  years  5% 

Electric   Machinery —Motors    ..  20  years  3^/r 

Switch  Parts   20  years  3*^^ 

Cable,  Underground   20  years  39( 

Electric  Wiring — Power  Mchy..  17  years  6% 

Steam  Plant  Equipment    17  years  6% 

Piping 13  years  7^/j% 

Stokers — Fixed  Parts   3  years  20% 

Storage  Batteries 17  years  6% 

luigines — Gas  ond  C  )il 13  years  7j/2% 

Fuel  Oil  System    13  years  7>4%, 

Gas  Plant  Equipment    13  years  6-2/3% 

Hydraulic    Plant    lujuipment .  .  .  17  years  6% 

Pumps    13  years  7^2% 
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Furniture  and  Fixtures 

Partitions,  Wood    13  years  7>^9c 

Mechanical  Office  Equipment..  5  years  20% 

Telephone  Equipment   13  years  7^% 

Carpets.   Rugs.   Linoleum 5  years  ■                    20% 


CHAPTER  29 
INTERPRETATION  OF  BUILDING  COST  FACTORS 


Explanation  of  manner  in  which  building  appraisals 
should  be  determined — 1927  costs  approximately  double 
those  of  1913 — Relative  differences  in  costs  of  material — 
Houses  decreasing  in  size  throughout  country — Defini- 
tions and   classifications   of   schedules. 


The  classification  of  schedules  presented  herein  with  photo- 
graphic illustrations  were  prepared  by  Deputy  Auditor  John 
Warner,  chief  building-  appraiser  in  Cleveland,  an  architect  of 
note  and  standing'  in  the  community.  The  data,  especially  as  to 
the  hig"her  classes,  is  based  on  afifidavits  of  cost  on  file  in  the 
County  Auditor's  Ofifice  of  Cuyahoga  (Cleveland)  county.  It 
should  be  stated  that  no  assessment  of  the  larger  buildings  is 
finally  determined  until  such  affidavit  is  filed  and  checked  up, 
thus  equipping  the  assessing  office  to  an  unusual  degree  with  the 
necessary  knowledge  of  building  costs  from  year  to  year.  A  copy 
of  the  affidavit  used,  as  well  as  the  building  card  for  residences 
used  may  be  found  in  the  addenda. 

Costs,  both  on  a  pre-war  and  January  1927  basis  are  shown 
for  the  reason  that  the  prices  of  the  year  1913  are  the  basis  of 
statistics  of  the  United  States  Department  of  Labor  showing  the 
trend  of  building  costs  and  costs  of  various  other  commodities. 
Furthermore,  the  Treasury  Department  uses  the  year  1913  as  a 
base  in  calculations  to  determine  profits  and  gains  in  connection 
with  the  federal  income  tax  returns.  In  fact,  until  the  year  1913 
building  costs  did  not  fluctuate  greatly  from  year  to  year  and 
when  the  year  1913  is  mentioned  it  refers  in  a  general  way  to 
the  several  years  preceding  the  war  period. 

The  1927  basis  is  deemed  to  be  approximately  double  the 
1913  basis.  Inasmuch  as  costs  of  building  material  are  changing 
from  year  to  year,  and  as  labor  efficiency  decreases  with  indus- 
trial prosperity  and  increases  with  industrial  depression,  allow- 
ance must  be  made  therefor.  The  bulletins  of  the  Department  of 
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Labor  giving  index  prices  should  be  watched  for  rise  or  fall  of 
building  materials.  Where  appraisals  are  to  be  made  as  of  inter- 
mediate dates,  between  1913  and  1927  transmute  these  values  ac- 
cording to  the  index  tal)le  of  InnMding  costs  found  elsewhere 
herein. 

The  factors  given  for  the  various  types  have  been  arrived 
at  by  examination  of  the  known  cost  of  thousands  of  buildings 
erected  in  Cleveland.  Recognizing  that  varying  circumstances 
and  methods  under  which  buildings  are  erected,  such  as  the  cost 
plus  system,  general  contract,  separate  contract,  and  direct  labor, 
the  factors  in  order  to  be  consistent  and  show  the  proper  rela- 
tivity have  all  been  taken  as  an  average  cost  of  the  work  done 
under  usual  conditions  by  the  general  contract  method,  that  is. 
the  cost  of  labor  and  materials,  plus  the  contractor's  profit,  but 
excluding  financing  and  other  varying  charges  pending  con- 
struction. 

It  is  not  claimed  that  every  building  of  any  given  descrip- 
tion will  cost  exactly  the  figure  shown  in  the  schedules  for  that 
particular  type,  even  if  done  under  the  method  taken  as  the 
standard,  for  it  is  a  well  known  fact  that  contractors  estimating 
the  cost  of  a  building  may  vary  as  much  as  100  per  cent  in  the 
amount  of  their  bids.  Who  shall  say  that  the  amount  of  the 
low  bidder's  contract  always  represents  the  true  value  of  the 
building?  Therefore,  a  cross-section  of  many  known  costs  is 
more  valuable  than  the  knowledge  of  cost  of  but  one  or  two 
structures. 

Owing  to  the  unending  variety  of  designs  and  specifications 
for  buildings  of  every  occupancy,  it  is  impossible  to  i)repare  a 
group  of  schedules  that  would  exactly  apply  to  every  Iniilding 
to  be  examined.  It  is  believed,  however,  that  with  the  number 
of  specimens  shown,  most  buildings  especially  of  the  dwelling 
apartment  house  and  mercantile  types,  may  be  appraised  with 
little  or  no  change  from  the  established  factors. 

For  example,  either  a  brick  or  frame  illustration  but  not  both 
may  be  shown.  Generally  speaking,  brick  residences  are  valued 
10  per  cent  more  than  frame  residences.  Thus  a  frame  standard 
may  be  altered  to  secure  a  brick  cost  by  adding  10  per  cent.  Con- 
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siderable  controversy  has  arisen  as  to  the  relative  cost  of  frame 
and  brick  structures.  There  appeared  recently  in  various 
newspapers  advertisements  inserted  by  lumber  and  masonry  ma- 
terial concerns  adv(jcating  the  use  of  their  respective  products 
and  each  submitting^  figures  showinji^  the  cost  of  a  buildinp^  con- 
structed with  its  material  and  the  cost  of  a  buildinjc:  constructed 
with  the  other  concern's  products. 

The  detailed  cost  figures  of  the  material  ])roduccrs,  when 
placed  side  by  side,  show  amazing"  inconsistencies  and  it  is  not 
to  be  wondered  at  if  the  prospective  home  builder  is  ])crplexed 
in  trying  to  reconcile  the  estimates  set  forth  by  those  interested 
in  the  production  and  distribution  of  building  materials.  A  ma- 
sonry products  concern  states  that  for  a  certain  type  of  dwelling 
that  would  cost  $7500  if  built  of  brick,  the  builder  would  pay 
$7100  if  constructed  in  frame.  The  cost  of  the  brick  would  be 
5.6  per  cent  over  the  frame  building, 

A  lumber  manufacturer's  association  adxertises  that  a  cer- 
tain type  of  frame  house  to  be  built  for  $4080  would  cost  $5007 
if  built  of  common  brick  with  a  face  brick  front.  This  w^ould  in- 
dicate an  increase  of  22.7  per  cent.  The  difference  betw^een  frame 
and  an  all-face  brick  home  on  this  schedule  would  be  about  24 
per  cent. 

Shall  the  uninitiated  person  build  his  home  with  the  idea 
that  the  cost  of  the  masonry  building  is  5.6  per  cent  above  the 
all-lumber  one,  or  shall  he  assume  the  difference  is  24  per  cent? 

Of  course,  the  difference  of  cost  in  the  two  examples  differs 
as  the  quantity  of  outside  w'all  material  bears  to  the  amount  of 
building  material  in  the  entire  house.  Tt  must  be  remembered 
that  the  cost  of  the  largest  portion  of  the  structure  remains  con- 
stant whether  the  outside  walls  are  of  masonry  or  lumber.  For 
example,  the  expenditure  for  roof,  foundation,  floors,  interior 
trim,  windows,  doors,  stairways,  heating,  plumbing,  lighting  fix- 
tures, etc.,  are  the  same  in  each  type.  Porches  and  similar  ap- 
purtenances tend  to  widen  the  gap  in  the  difference  of  cost  to 
a  great  degree  because  when  a  porch,  for  example,  is  constructed 
of  brick,  a  'considerable  quantity  of  stone  is  often  used  for  cop- 
ings, steps,  etc.  Then,  too.  a  brick  porch  often  contains  a  re-en- 
forced concrete  floor.     From  an  examination  of  a  large  number 
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of  building  costs,  it  seems  that  the  difference  in  cost  of  a  home 
between  the  two  materials,  viz.,  brick  and  wood,  is  from  10  to  13 
per  cent.  This,  of  course,  is  a  cross  section  of  many  buildings 
examined. 

This  estimate  is  supported  by  figures  prepared  for  The 
Building  Brick  Association  of  America  which  conducted  an  in- 
vestigation some  time  ago  in  which  five  builders  of  well  known 
reputation  and  experience  submitted  estimates  of  cost  of  an  eight 
room  dwelling  of  good  design  and  excellent  arrangement  in  nine 
different  combinations  of  materials,  the  figures  of  which  ranged 
as  follows : 

1.  Wood,  with  siding— (Base)  100.0% 

2.  Wood,  with  shingle  covering  101.6% 

3.  Stucco  on  wood  102.8% 

4.  Brick  \^eneer,  on  wood  studding  106.1% 

5.  Stucco  on  hollow  blocks  106.2% 

6.  Brick  Veneer  on  Boarding  107.5% 

7.  Brick  with   10"  hollow  wall  (2"  air  space)     108.3% 

8.  Brick  with  veneer  on  hollow  blocks  110.7% 

9.  Brick  with  12"  solid  walls  113.  % 

This  result  shows  that  the  cost  of  12-inch  st)lid  l)rick  walls 
over  the  cost  of  frame  with  wood  siding  is  13  per  cent. 

Then,  again,  it  is  common  practice  to  back  the  face  brick 
wall  with  hollow  building  tile.  In  such  cases  the  brick  wall  will 
cost  only  10.7  per  cent  more  than  a  wood  siding  frame  residence. 

For  these  reasons,  we  believe  we  are  justified  in  considering 
a  brick  building  as  worth  approximately  10  per  cent  more  than 
a  frame  building  and  the  schedules  should  accordingly  be  inter- 
I)reted. 

Where  a  given  building  description  agrees  with  that  shown 
in  the  schedule,  the  factor  should  be  applied  to  the  ground  floor 
area  or  the  cubage  of  the  building  as  the  case  may  be.  Changes 
of  the  factor  should  be  made  when  the  building  description  in- 
dicates a  more  costly  or  cheaper  building,  or  one  of  different  size 
than  the  specimen. 
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It  has  been  established  that  an  increase  of  10c  per  100  square 
feet  should  be  allowed  in  the  1913  cost  factors  when  the  area 
of  a  single  dwelling  (Schedule  1  Classes  1  to  6)  falls  short  of 
that  given  schedule.  A  deduction  of  10c  per  100  square  feet 
should  be  allowed  in  the  1913  cost  factors  where  the  building 
exceeds  that  given  in  the  schedule. 

In  the  two-family  and  double  type  dwellings,  the  change  of 
factor  should  be  greater  than  that  shown  for  the  single-family 
dwellings.  These  increases  and  decreases  will  apply  up  to  a 
variation  of  20  per  cent  from  the  given  area.  From  that  point 
on,  no  standardization  is  advised. 

An  exhaustive  study  indicated  that  the  average  one-family 
six-room  dwelling  erected  prior  to  1910  in  Cleveland  covered  750 
square  feet  ground  floor  area.  In  the  last  few  years  the  average 
small  house  has  gradually  decreased  in  size  until  the  standard 
area  has  now  been  fixed  at  650  square  feet.  This  would  seem  to 
be  explained  by  the  fact  that  the  rise  in  building  costs  compelled 
a  reduction  in  the  size  of  the  house  in  order  that  the  average 
person  might  construct  a  house  at  a  cost  within  his  means. 

This  decrease  in  size,  however,  has  not  resulted  in  a  general 
decrease  in  cost  of  such  houses.  Strange  to  say  that  while  the 
size  of  the  house  has  diminished  and  some  other  economies  have 
been  effected — such  as  the  substitution  of  asphalt  shingles  for 
slate,  elimination  of  exterior  and  interior  ornamental  details, 
front  porches,  to  some  extent,  hollow  tile  for  solid  brick — many 
more  costly  features  are  now  installed  in  such  houses.  For  ex- 
ample there  are  now  brick  and  tile  foundations  instead  of  stone ; 
yellow  pine  billstuff  instead  of  hemlock  and  N\)rway  pine  ;  addi- 
tional electrical  outlets ;  hardwood  finish  instead  of  yellow  pine  ; 
finer  plumbing  fixtures  such  as  kitchen  sinks  with  enameled 
drain-boards ;  pedestal  lavatories  and  built-in  bath  tubs. 

What  has  been  said  of  the  most  common  type  of  house 
applies  in  no  less  degree  to  the  more  pretentious  homes.  Indeed, 
more  difficulty  is  experienced  in  endeavoring  to  standardize  the 
better  class  of  dwellings  than  ever  before,  owing  to  the  fact  that 
contrary  to  the  earlier  practices  many  of  the  new  homes  are 
copied  after  the  English  and  French  country  houses  with  varying 
roof  heights  and  a  complexity  of  elevations,  and  with  garages 
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often  included  in  the  main  house  area  as  well  as  one-story  sun 
rooms  with  a  main  roof  sometimes  projecting  over  same. 

Owing-  to  the  fact  that  the  other  classes  of  buildings  are  so 
difficult  of  standardization,  no  relialile  figure  can  be  given  for 
the  variations  from  the  standard  area  as  to  such  classes.  It  may 
be  noted  in  some  of  the  more  impt)rtant  classes  of  buildings  that 
the  factors  of  the  large  and  costliest  buildings  are  not  relatively 
increased  over  some  of  the  smaller  and  evidently  less  expensive. 
This  is  accounted  for  in  a  large  measure,  by  the  difference  in  size. 

All  factors  are  to  be  applied  either  to  the  ground  floor  area 
or  the  cubage  of  the  building.  In  one  and  two-story  buildings, 
vv'here  the  story  heights  are  quite  uniform,  the  square  foot  factor 
is  employed.  By  ground  floor  area  is  meant  the  area  of  the  struc- 
ture at  the  g-rade  level  as  determined  by  multiplying  the  width 
at  the  extreme  outside  wall  line  b\'  the  corresponding  depth.  In 
these  calculations,  open  porches,  bay  windows  (not  extending 
to  basement),  projecting  vestibules  and  other  similar  appurte- 
nances are  not  to  be  included  in  the  area  of  the  building  proper. 
Their  cost,  within  certain  limitations,  has  been  recognized  in 
preparing  the  factor  for  the  main  portion  of  the  building.  Of 
course,  where  these  projections  are  not  specified  in  a  gixen  class, 
they  should  be  added  in  a  separate  process.  Or  if  the  schedule 
allowed  these  features  and  they  are  not  found  in  the  building  to 
be  appraised,  a  deduction  should  be  made  for  their  absence. 

Cubic  foot  prices  are  based  on  the  cubage  arrived  at  by  mul- 
tiplying the  length  by  the  breadth  by  the  height  of  the  building. 
The  area,  of  course,  is  determined  by  the  measurements  "over 
all"  the  outside  walls.  The  height  is  arrived  at  in  a  gable 
roof  dwelling  by  measuring  from  the  bottom  of  the  basement 
floor  to  a  point  equidistant  between  the  roof  plate  line  and  the 
ridge.  In  a  flat-roof  building,  the  distance  from  the  bottom  of 
the  basement  floor  line  to  the  roof  taken  midway  in  the  roof  slope 
should  be  used.  In  larger  buildings  with  heavy  footings,  the 
distance  taken  for  the  height  is  from  the  average  footing  depth 
to  the  average  roof  line.  In  all  cases  where  cubic  foot  computa- 
tions are  used,  measurements  of  the  elevator  and  stairway  pent 
houses  on  the  roof,  basements  under  sidewalks  and  extra  depth 
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for  the  boiler  room  should  he  added  to  the  cubage  of  the  build- 
ing proper. 

\\'hile  both  square  foot  and  cubic  foot  prices  are  given  in 
only  a  few  cases  for  a  single  type,  the  appraiser  may  use  either 
method  of  estimating  from  these  schedules.  That  is  to  say.  where 
a  ground  floor  area  price  is  given,  he  may  by  dividing  the  height 
of  the  building  into  the  square  foot  area  factor  of  same  obtain 
the  cubic  foot  cost.  For  example,  we  tind  that  the  square  foot 
price  (,)f  a  certain  dwelling  is  $8.00.  the  height  oi  the  building  is 
^3>  feet— $8.00  divided  by  ^3  is  24  2/10  cents,  the  cost  per  cubic 
foot. 

Obviously,  where  cubic  foot  costs  are  given,  the  square  foot 
cost  may  be  obtained  by  multiplying  the  cubic  foot  cost  by  the 
height  of  the  building.  The  square  foot  cost  per  floor  price  may 
be  found  by  multiplying  the  cubic  foot  factor  by  the  floor  to 
floor  story  height. 

The  height  of  various  kinds  of  buildings  as  built  today  are 
approximately  as  follows : 

DWELLINGS  (GABLE  ROOF) 

Basement  8  feet  floor  to  floor 

1st  Story  10  feet  floor  to  floor 

2nd  Story  10  feet  floor  to  floor 

Attic  5  feet  y2  the  distance  from  plate  line  to  ridge. 

Total  height  ?>3  feet 

If  the  dwelling  is  one  or  three  stories  high,  deduct  or  add  10 
feet  from  the  height  given  above. 

APARTMENTS  (Ff.AT  ROOF) 
Basement  9  feet  floor  to  floor 
1st  Story  10  feet  floor  to  floor 
2nd  Story  10  feet  floor  to  floor 
Space  between  top  floor 
selling    and    roof,  av- 
erage 4  feet  estimated 

Total  height  33  feet 

When  the  number  of  stories  exceeds  two.  increase  the  total 
height  by  10  feet  for  each  additional  story,  bearing  in  mind  that 
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as   the   story   height   increases,   the    footings   are   deeper   and   a 
further  addition  must  be  made  for  this  reason. 

Newer  office  buildings  will  be  found  to  be  of  a  somewhat 
uniform  height  as  to  their  typical  floors.  The  prevailing  height 
on  the  upper  floors  is  about  11  feet,  floor  to  floor,  while  the  first 
floor  (usually  used  for  mercantile  purposes)  is  from  14  to  18 
feet  in  height.  In  the  older  office  buildings  the  office  floor  story 
heights  are  frequently  13  and  14  feet.  Of  course,  when  the  ground 
floor  is  occupied  by  a  bank,  this  story  may  be  found  to  be  25  feet 
or  more. 

Hotel  building  heights  will  be  found  to  closely  correspond 
to  that  of  office  buildings,  while  large  down-town  store  build- 
ings will  average  15  feet  from  floor  to  floor.  Smaller  neighbor- 
hood store  heights  are  about  12  feet  high  or  11  feet  in  the  clear 
(floor  to  ceiling). 

The  original  "classification  of  building  type"  method  ap- 
praisal in  vogue  in  Cleveland  since  1910  has  been  proven  correct 
both  in  the  matter  of  speed  and  accuracy.  The  square  foot  proc- 
ess used  in  Cleveland  is  now  used  in  most  of  the  larger  cities. 
In  only  isolated  cases  is  the  cumbersome  cubic  foot  method 
used.  The  outstanding  improvements  shown  in  this  second 
edition  are,  among  other  things : 

(a)  Further  discussion  of  the  amount  of  tolerance  nec- 
essary in  the  factor  to  comport  with  the  various 
building  areas. 

(b)  Further  elasticity  to  the  schedules  by  preparing 
table  of  unit  prices  for  additions  and  deductions 
where  a  building  differs  slightly  from  the  nearest 
type. 

DEVIATIONS  FROM  BUILDING  COST  SCHEDULES 

The  factors  used  for  the  various  types  are  to  be  applied 
where  the  description  of  the  building  to  be  appraised  agrees  with 
the  standard.  Where  deviations  from  the  standard  are  found 
lump  sums  are  to  be  added  or  subtracted  according  to  the  fol- 
lowing table.  All  additions  or  deductions  in  this  table  and  also 
the  garage  prices  are  on  the  year  1927  or  200  index  number  basis 
and  apply  particularly  to  classes  1.  2,  3.  4  or  5  as  indicated. 
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ONE  STORY  ADDITIONS  TO  DWELLINGS 

Classes  1  to  5  '  Without  Basement 

Area  Frame  Brick 

50  sq.  ft $4.00  $5.30 

100   sq.    ft 3.S0  5.00 

150   sq.    ft 3.60  4.70 

200  sq.   ft 3.40  4.30 

If  enclosed  porch,  add  ditterence  between  cost  of  one-story 
addition  given  above  and  that  of  an  open  porch. 

Plaster 

Plastered  attic,  undivided  area — 

600  sq.  ft $260.00 

650  sq.  ft 270.00 

700  sq.  ft 280.00 

750  sq.  ft 290.00 

800  sq.  ft 300.00 

Add  to  above  for  subdivided  attic  per  room,  $60. 

Plastered  basement  ceiling — 

600  sq.  ft $50.00 

700  sq.  ft 60.00 

800  sq.  ft. 70.00 

Tile  Floors  and  Wainscot 

Classes  2  to  5 — 

Tile  floor  in  bath  room,  add $  60.00 

Tile  floor  in  vestibule  or  lavalorv,  adJ 30.00 

Tile  wainscot  in  bath  4'  0"  high .  .' 130.00 

Tile  wainscot  in  lavatory 100.00 

China  Cabinets  or  Book  Cases,  each $  50.00 

Mantels,  extra  flue  included,  each 120.00 

In-a-door  Beds,  each  50.00 

Basement 

Class  1,  add  for  full  basement — 

600  sq.  ft $230.00 

650  sq.  ft 250.00 

700  sq.  ft 270.00 

750  sq.  ft 290.00 

800  sq.  ft 310.00 

Siding 

Classes  1  to  5  inclusive 

Add  for  Bungalow  or  Shingle  siding — 

600  sq.  ft $  70.00 

650  sq.  ft 80.00 

700  sq.  ft 90.00 
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750  sq.  ft 100.00 

800  sq.  ft 110.00 

Class  2 

Deduct  for  drop  siding — 

600  sq.  ft $170.00 

650  sq.  ft 180.00 

700  sq.  ft 190.00 

750  sq.   ft 200.00 

800  sq.  ft 210.00 

Tile  Roofing 

Add  for  cement  or  clay  tile — 

Cement  Tile  Clay  Tile 

650  sq.  ft $  80.00  $230.00 

700  sq.  ft 90.00  250.00 

750  sq.  ft 100.00  270.00 

800  sq.  ft 110.00  290.00 

850  sq.  ft 120.00  310.00 

900  sq.  ft 130.00  330.00 

Projections 

Dormers — 4'  to  6'  wide,  each .• .  .  .  .$60.00 

Bay  windows,  each,  per  floor 60.00 

Outside  Chimney 

Add    $100.00 

Porches  ^ 

Classes  1  to  5 — 

One-story  frame  (per  sq.  ft.) $1.50 

Two-story  frame  (per  sq.  ft.) 2.50 

Brick  up  to  floor  and  piers  to  rail  add  (per  sq.  ft.)     .60 

Brick  up  to  rail  add  (per  sq.  ft.) 1.20 

Including  masonry,  steps  and  brick  columns  to 
ceiling. 

Plumbing 

In  all  cases  where  a  single  bath  room  is  provided  for 
in  the  description  of  a  type  it  is  intended  the  cost  given 
will  cover  the  installation  of  a  bath,  lavatory  and 
closet.  Laundry  trays,  hot  water  storage  tanks  and 
heaters  are  also  included  in  the  prices  given. 

Complete  for  one  family,  add $350. 

Classes  1  to      Classes  6  to 
5  incl.  9  incl. 

Add  for  extra    bath    room.  ..  .$200.00  $450.00 

Add  for  extra  fixtures,  each..     70.00  100.00 

Add  for  automatic  heater  ....    100.00 
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Heating  . 

Hot  air  heating — 

Square  feet                                      1  story  2  stories 

600  to    800 $150.00  $200.00 

800  to  1000 180.00  250.00 

1000  to  1200 220.00  320.00 

Hot  water,  steam  or  vapor  heating — 

Square  feet                                        1  storv  2  stories 

600  to     800 $490.00  $730.00 

800  to  1000 580.00  900.00 

1000  to  1200 660.00  1040.00 

1200  to  14C0 710.00  1170.00 

1400  to  1600 750.00  1270.00 

rRUATI'    CARACI'S 

Class  1 — 

Drop  siding-,  paper  roof  flat  or  gable,  no  floor,  doors  of 

matched  lumber,  no  masonry  foundation 

1  car  2  cars 

Frame   $100.00  $150.00 

Tile    150.00  220.00 

Class  2 — 

Drop  siding,  flat  roof,   *cenient  floor,   *paneled,  glazed 

doors,  '•'electric  lights.  *masonry  foundation. 

1  car  2  cars  3  cars 

Frame $200.00  $320.00  $440.00 

Brick    320.00  500.00  680.00 

Add  for  sewer  and  water,  $100. 

Add  for  brick  garages  larger  than  3  cars,  $180  per  car. 
Deduct  for  no  floor  $30  per  car. 
Class  3 — 

*High  grade  construction,  '''gable,  slate  or  stained  shin- 
gle roof,  cement  floor,  paneled  glazed  doors,  "\sewer  and 
water. 

2  cars  3  cars 

Frame $  800.00  $1000.00 

Brick 1300.00  17a).00 

Add  for  clay  tile  roof,  1  car  $100. 
Add  for  clay  tile  roof,  2  cars  $160.00 
Deduct  for  no  sewer  or  water  $100. 


CHAPTER  30 


LOCAL  LABOR  AND  MATERIAL  COSTS  AS  AFFECTING 

PRICES 


How  to  translate  values  of  buildings  illustrated  in  this  book 
into  values  and  building  costs  as  represented  in  your  city — 
Effect  of  wages  on  building  costs — Efficiency  of  labor  less 
in  larger  cities — Open  and  closed  shop  conditions  affect 
building  costs. 


All  schedules  of  building  costs  sho\Yn  herein  are  based  on 
the  prices  of  materials  and  labor  prevailing  in  the  Cleveland 
district.  In  order  that  proper  adjustments  may  be  made  to  trans- 
late conditions  existing  in  other  localities,  the  following  table  of 
Cleveland  material  and  labor  costs  of  1927  is  given : 

BUILDING    MATERIAL    PRICES— MASONS    SUPPLIES 

Common   brick                                 delivered  on  job  $16.00  per  M 

Construction  tile  5"  x  8"  x  12"       delivered  on  job  70.00  per  M 

Portland  Cement  (paper  sacks)  delivered  on  job  .80  per  sack 

Mason's  lime  (paper  sacks)         delivered  on  job  .40  per  sack 

LUMBER  MATERIALS 

Sanded   plaster    (paper   sacks)        delivered  on  job  $11. OU  per  ton 

Yellow  pine  piece   stuff  2"  x  4" — 18'    long 

Yellow  pine  piece  stuff  2"  x  8" — 12'    long 

Lath — No  1  White  pine 

Oak  flooring  No.  1  common 

Yellow  pine  flooring  No.  1  common 

Plain  oak  finish — 100  lineal  feet   (1"  wide) 

Yellow  pine  finish — 100  lineal  feet  (1"  wide) 

Siding   J^"x6" 

Asphalt  shingles 


HOURLY  WAGES  PAID  IN  BASIC  BUILDING  TRADES 

Trade 
Laborers,  all  building  crafts 
Bricklayers 
Carpenters 
Painters 
Stone  Masons 


64.00 

per  M 

57.00 

per  M 

13.75 

per  M 

100.00 

per  M 

80.00 

per  M 

2.50 

1.10 

8.00 

per  M 

8.00 

per  100  sq.  ft 

ING  TRADES 

Rate  per  hour 

AlV, 

1.62K' 

1.37y2 

1.25 

1,50 
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Tile  Setters  ,  1.50 

Marble   Setters  1.50 

Plasterers  \.62V2 

Lathers,  Metal  or  Wood  1.62i/^ 

Plumbers  150 

Steamfitters  1.50 

Structural  Iron  Workers  1.50 

Sheet  Metal  Workers  1.37V2 

Cement  finishers  1.25 

Roofers — composition  1.40 

Roofers,  Slate  and  Tile  1.50 

Electrical   Workers  1.50 

Hoisting  Engineers  1.30 

Probably  the  greatest  variance  in  building  costs  in  different 
locations  is  found  in  labor  costs.  In  some  of  the  larger  cities  like 
Cleveland  practically  all  construction  work  is  done  by  union 
workmen  who  receive  the  highest  wage.  In  less  populous  dis- 
tricts it  will  1)6  ftumd  that  the  item  of  labor  cost  is  relatively 
lower  than  in  the  larger  cities  where  the  labor  unions  are  more 
firmly  established. 

As  to  the  cost  of  lumber,  hardware,  masons  supplies,  plumb- 
ing fixtures  and  other  materials  no  great  disparity  will  be  ob- 
served in  the  prices  quoted  in  different  sections  of  the  country. 
Lumber  prices  are  affected  in  the  greatest  degree  by  transpor- 
tation freight  rates ;  that  is  to  say,  the  farther  a  city  is  from  the 
source  of  lumber  supply  the  greater  the  cost  of  transportation 
and  the  higher  the  cost  of  lumber.  For  example,  because  of  its 
relative  distance  from  the  western  timber  states  certain  kinds 
of  lumber  cost  $1.00  more  per  thousand  feet  in  Cleveland  than 
they  do  in  Detroit  and  $2.00  more  per  thousand  than  in  Chicago. 
Likewise,  southern  lumber  costs  more  in  Cleveland,  Buffalo,  New 
York,  etc.,  than  it  does  in  the  cities  closer  to  the  southern  source 
of  supply. 

It  should  be  borne  in  mind  however  that  it  is  quite  possible 
when  certain  building  materials  are  found  to  be  comparatively 
high  in  price  in  any  locality,  others  because  of  local  conditions 
might  be  relatively  lower.  Many  builders'  supplies  such  as  brick, 
tile,  cement  blocks,  paints,  varnishes,  furnaces,  lighting  fixtures, 
etc.,  are  often  produced  locally  and  the  cost  on  all  these  items 
will  average  closely  wherever  the  materials  are  bought. 
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In  examination  of  the  cost  of  labor  and  material  items  of  the 
average  dwelling  house  in  Cleveland,  it  has  been  found  that  the 
labor  represents  approximately  one-third  and  the  materials  two- 
thirds  of  the  cost  of  such  buildings.  In  making  allowances  fur 
the  change  in  labor  prices  this  portion  of  the  total  cost  of  the 
building  should  be  weighted  as  shown,  namely  53  1/3  per  cent  of 
the  whole. 

Another  factor  which  should  be  given  consideration  is  the 
efficiency  of  labor.  It  is  probable  that  in  the  larger  cities  labor 
will  be  found  to  be  less  efficient  than  in  the  smaller  cities  or  vil 
lages.  It  should  also  be  borne  in  mind  that  efficiency  in  labor  de- 
pends very  greatly  on  industrial  conditions.  In  times  of  depres- 
sion when  workmen  fear  the  loss  of  their  jobs,  more  intense  ap- 
plication is  given  in  the  performance  of  their  duties.  On  the 
other  hand,  in  prosperous  times  when  employment  is  not  hard  to 
secure  there  is  a  tendency  to  slacken  in  the  quantity  of  produc- 
tion per  day's  employment.  The  spread  between  these  two  peaks 
of  prosperity  and  depression  may  involve  as  much  as  50  per  cent 
in  the  efficiency  of  labor.  This  should  be  reflected  in  the  cost 
price  of  the  structure. 

Another  factor  much  stressed  by  certain  interests  is  the  ques- 
tion of  cost  under  closed  or  open  shop.  The  National  Association 
of  Manufacturers  in  the  month  of  May,  1926,  issued  a  statement 
showing  the  cost  of  churches  in  the  United  States  under  closed 
and  open  shop  conditions  as  follows : 

CHURCHES  ERECTED  CHURCHES  ERECTED 

Open  Shop  Closed  Shop 

Cost  per  Cost  per 

Town  Cubic  Foot  Town  Cubic  Fool 

Poughkeepsic,   X.   ^■ 60  New   York   City 1.25 

Birmingham,    Ala 50  Cleveland.    Obio    63 

Detroit,    Micb 50  Pittsburgh,    Pa 48 

San    Antonio,    Texas 48  Cincinnati,    Ohio    45 

Sioux  Falls,  S.  D 48  Madison,   Wis 45 

Fort    Wayne,    Ind 47  Youngstown,   Ohio    38 

Little  Rock,  Ark 40  Perth  Aniboy.   N.J 33 

Baltimore,    Md 37  Granite   City.    Ill 32 

Battle  Creek,  Mich 37  Decatur,    111 30 

Jacksonville,    Fla 35  Peoria,    111 29 


LOCAL   LAl'.oR   AND  MA'n-.LlAI,  LUSTS 


^37 


Jackson,  Mich 35      Newton,    Iowa    28 

Canton,   Ohio    35      Topeka,  Kansas   25 

Lima,   Ohio    35       Kansas    City,    Mo 25 

York,  Pa 35  

Los    Angeles,    Cal 30  Average  for  13  towns 435 

Reading,    Pa 29 

Wichita,   Kansas    28 

Marion,  Ohio    28 

Oakland,  Cal 25 

Berkeley,  Cal 24 

Beaumont,  Texas 24 

San    Diego,    Cal 21 

St.    Paul,    Minn 17 

Average  for  23  towns 355 

It  appears  from  the  aliovc  that  churches  under  the  open  shop 
cost  from  60c  to  17c.  wliile  churches  erected  under  the  closed 
shop  cost  from  $1.25  to  25c,  an  average  under  the  former  of  35.5c, 
and  under  the  latter,  43.5c. 

The  following  list  was  prepared  hy  the  committee  on  the 
open  shop  of  the  National  Association  of  Manufacturers  and  gives 
the  school  costs  in  various  cities  under  open  and  closed  shops : 


SCHOOLS  BUILT 
Open  Shop 

Cents  per 
Town  Cubic  Foot 

Hartford,    Conn $0.45 

York,  Pa 43 

Detroit,    Mich 40 

Canton,    Ohio    40 

Erie,    Pa 38 

Atlanta,  Ga 33 

Toledo     33 

Poughkccpsif.   X.   V 32 

Flint,    Mich 32 

St.    Paul.    Minn 31 

Rockford,   111 30 

Terre   Haute.   Ind 30 

Lima,    Ohio    30 

Muskegon,    Mich 29 

Beaumont,   Texas    29 

Akron,  Ohio    29 

Columbus,    Ohio    29 


SCHOOLS  BUILT 
Closed  Shop 

Cents  per 
Town  Cubic  Foot 

New  York  City $0.59 

Chester.  Pa 57 

Providence     S3 

Wilkcs-Barre,   Pa 51 

Torriugton      50 

St.   Louis    50 

Cleveland      47 

Boston     4b 

Manchester,  N.  11 45 

Pittsburgh     44 

Bridegport      43 

New    Britain.    Coiui 41 

Utica     40 

Youngstown     40 

Dcs    Moines    38 

El    Paso    37 

Waterbury,  Conti 35 
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New   Haven,   Conn. 


28      Washington,    D.    C 35 

New  Orleans 28      Perth  Amboy,  N.J 35 


Ft.   Wayne,  Ind 27 

Birmingham,  Ala 26 

San   Diego    26 

Newton,    Iowa    26 

Omaha,    Nebr 26 

Salt    Lake    City 26 

Richmond,    Va 26 

Tucson,    Ariz 25 


Syracuse     35 

Denver     32 

Portland,   Ore 30 

Indianapolis     : 28 

Kansas    City,    Mo 28 

Evansville,   Ind 27 

Louisville    27 

Peoria    25 


Average  for  27  towns. 


.$0.31 


Average  for  27  towns. 


.$n.40 


It  costs  29%  more  to  erect  public  schools  under  closed  shop 
conditions  than  under  open  shop. 

The  above  averages  are  national.  Comparisons  cannot  be 
made  between  any  two  cities  owing  to  influence  of  individual 
conditions  of  each  city.  These  differences  are  sufficiently  ofifset, 
however,  in  considering  a  large  number  of  cases  so  that  the 
national  averages  are  correct.  Above  figures  relate  only  to  school 
buildings. 

It  will  be  noticed  that  the  difiference  between  the  highest  viz., 
New  York  City  with  59c,  is  156%  higher  than  Tucson,  Arizona, 
with  25c. 


CHAPTER  31 

DEFINITIONS  AND  CLASSIFICATIONS  OF  SCHEDULES 

Statements  of  diflferences  between  types  of  buildings  shown 
— Lists  of  illustrations. 

For  purposes  of  careful  comparison  it  will  be  necessary  to 
have  in  mind  the  following"  definitions : 

ONE-fiALF  STORY  is  one  where  the  walls  extend  at  least  4 
feet  above  any  given  floor  but  are  less  than  a  full  story  in 
height.  For  instance,  a  frame  house,  having  18  foot  studs, 
with  roof  rafters  and  attic  joists  resting  on  the  plate,  is  a 
2-story  building  whether  or  not  there  is  an  attic  finished  or 
unfinished;  but  if  the  walls  extend  above  the  plate  line,  say 
four  or  five  feet,  but  less  than  a  story  in  height,  the  building 
is  two  and  one-half  stories  high. 

SIN(;LE  dwelling,  a  detached  building  designed  for  the 
use  of  one  family.  Cottage  or  bungalow  type  with  exten- 
sion of  main  roof  over  front  porch. 

DOUBLE  DWELLING.  A  building  designed  for  the  use  uf 
two  families  living  independently  of  each  other  and  each 
having  use  of  one-half  of  the  building  on  all  floors. 

A  TWO-FAMILY  DWELLING.  A  building  designed  fur  the 
use  of  two  families,  one  using  the  first  floor  and  one  the 
second  with  generally  joint  use  of  the  basement  and  attic 
and  with  either  separate  or  common  entrances. 

APARTMENT  BUILDING.  A  building  designed  for  the  use  of 
more  than  two  families  arranged  in  suites  entirely  independ- 
ent of  each  other,  but  using  a  common  entrance. 

HOTEL.  A  building  designed  for  the  accommodation  of  the 
public,  having  sleeping  and  dining  rooms. 

RESIDENTIAL  HOTEL.  A  building  used  for  residential  pur- 
poses in  which  hotel  service  is  rendered.  This  type  of  hotel 
or  apartment  usually  contains  a  public  dining  room,  loung- 
ing room  and  other  features  common  to  a  hotel.  The  suites 
are  usually  of  two  or  more  rooms  and  are  rented  to  guests 
who  engage  the  suites  for  an  extended  period. 
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ONE-FAMILY  DWELLING 

Simple  Construction 


SCHEDULE  1 

Walls 

Roof 

Basement 

Attic 

Projections 

Interior  finish 

Heating 

Plumbing 


1913  reproduction   cost  factors 
1927  reproduction   cost   factors 


CLASS  1 

Narrow    or    drop    siding    or    com- 
mon brick 
Gable,   shingle 
Small  cellar 
None 
None 
Pine 
Stoves 
Toilet  and  kitchen  sink 


Frame 
Brick 

Frame 
Brick 


1  story     IV2  story  2  stories 

$1.00    •       $1.50  $L80 

1.10  1.70  2.00 


2.00 
2.20 


3.00 
3.40 


3.60 
4.00 


Area — Optional.       Standard — Cironnd     floor    area — See    page    330    for 
deviations. 
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ONE-FAMILY  DWELLING 

Simple  Construction 


SCHEDULE  1 

Walls 

Roof 

Basement 

Attic 

Projections 
Interior  finish 

Heating 
Plumbing 

1913   rei>roduction    cost   factors 
1927  reproduction  cost  factors 


Area— Optional.       Standard — Ground    floor    area — Si-o    page    3.iO    for 
deviations. 


CLASS  2 

Narrow  siding 

Gable,  shingle 

*lTnder  entire  building,   block   foun- 
dation 
*Unfinished 
*None  except  porch 

Pine  finish  and  pine  floors  through- 
out 

Stoves 
*One  bath  room 

1  story     IVa  story  2  stories 


Frame 

$1.60 

$2.50 

$3.00 

Brick 

1.80 

2.80 

3.30 

Frame 

3.20 

5.00 

6.00 

Brick 

3.60 

5.60 

6.60 

*Additional  feature  over  preceding  type. 
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ONE-FAMILY  DWELLING 


SCHEDULE  1 

Walls 

Roof 

Basement 

Attic 

Projections 

Interior  finish 

Heating 
Plumbing 


CLASS  3 

Narrow  siding 

Optional  except  tile 

Under  entire  building 

Unfinished 

None  except  porch 

*Pine  finish.     Oak  floors, 
in  features 

*Hot  air  system 
One  bath  room 


No  built- 


1913  reproduction   cost  factors 


1927  reproduction   cost  factors 


Frame 
Brick 

Frame 
Brick 


1  story     1 V2  story  2  stories 

$2.40  $3.20  $3.60 

2.70  3.50  4.00 


4.80 
5.40 


6.40 
7.00 


7.20 
8.00 


Standard:     650  sq.   ft.   ground   floor   area.     Deduct  20c   per  50  sq.   ft. 
additional  area  for  1927  value.     Add  20c  for  similar  deduction. 


''Additional  feature  over  preceding  type.     See  page  330   for  deviations. 
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ONE-FAMILY  DWELLING 


CLASS  4 

Narrow   siding 
Optional,  except  tile 
*Under    entire    building.      Brick    or 
stone  foundation 
Unfinished 
*2  dormers  or  bay  windows  and  full 

porch 
*Hardwood  or  white  enamel.  Mantel 
and  other  built-in  features 
Wood  floor  in  bath  room 
Hot  air  sj'stem 
One  bath  room 

1  story  1  Va  story  2  stories 

Frame             $3.20  $3.80  $4.20 

Brick                3.50  4.20  4.60 

Frame              6.40  7.60  8.40 

Brick                 7.00  8.40  9.20 

Standard:     650  sq.  ft.   ground   floor  area.     Deduct  20c   per   50   sq.   ft. 
additional  area  for  1927  value.     Add  20c  for  similar  deduction. 


SCHEDULE  1 

Walls 

Roof 

Basement 

Attic 
Projections 

Interior  finish 


Heating 
Plumbing 


1913  reproduction   cost  factors 
1927   reproduction   cost   factors 


'.\dditional  feature  over  preceding  type.     See  page  330   for  deviations. 
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ONE-FAMILY  DWELLING 


SCHEDULE  1 

Walls 
Roof 

Basement 
Third    floor 
Projections 

Interior  finish 

Tile  floor 

Heatinp 

Plumbing 


1913   rcprodnction   cost    factors 
1927  reproduction   cost   factors 


CLASS  5 

Narrow  siding  or  half  shingle 

Optional   except   tile 

LTnder  entire  building 
*Plastered,   undivided  area 

2    dormers    or    bay    windows,    full 
porch 

Hardwood    or    white    enamel,    one 
mantel  and  other  built-in  features 
*In  bath  room 
*Hot  water,  steam  or  vapor 

One  bath  room 

1  story  1  '/>  story  2  stories 

Frame            $3.70  $4.60  $5.00 

Brick                4.10  5.00  5.50 

Frame               7.40  9.20  10.00 

Brick                 8.20  10.00  11.00 


Standard:     750   sq.   ft.   ground   floor   area.      Deduct   20c   per   50   sq.   ft. 
additional  area  for  1927  value.     Add  20c  for  similar  deduction. 


*Additioual   feature   over  preceding   type.     Sec   page  330   for  deviations. 
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ONE-FAMILY  DWELLING 


SCHEDULE  1 

Walls 

Roof 

Basement 
Third  floor 
lnteri(.>r  fiiiisli 


Heating 
Plnnibing 


2  story 

CLASS  6 

Shingle  or  huiigalow  siding  exterior 

walls 
Optional,  except  tile 
Lhider  entire  building 
*Plastered — with  ont  hath  room 
*Hardwood   and   white   enamel   with 
two    mantels    and    other    built-in 
features,    tile    floor    in    one    bath 
room 
Hot  water,  steam  or  vapor 
*Total.  two  bath  rooms 


1913   reproduction    cost    factors 
1927   reproduction    cost   factors 


1' rame 
Brick 

I'Vame 
Brick 


$6.10 
6.70 

12.20 
13.40 


Standard:     1000  sf|.  ft.  ground  floor  area.     Deduct  20c  per  50  sq.  ft.  ad- 
ditii>nal  area  for  1927  value.     Add  20c  for  similar  deduction. 


^Additional   feature  ovrr   preceding   type. 
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ONE-FAMILY  DWELLING 


SCHEDULE  1 

Construction 

Roof 
Basement 

Interior   finish 


Third  floor 

Heating 

Plumbing 


CLASS  7 

Face  brick  exterior  walls  with  stone 

trim 
Optional  except  clay  tile 
Under     entire     building     except     1 

story   sun   room 
*Hardwood      finish      and      floors 

throughout.     Tile  floors  in  2  bath 

rooms  and  lavatory 
Finished  3rd  floor 
Hot  water,  steam  or  vapor 
*Two  bath  rooms  and  one   lavatory 


1913  reproduction   cost  factors 
1927  reproduction   cost   factors 


Frame 
Brick 

Frame 
Brick 


2  story  part  1  story  part 

$7.30  $3.70 

8.00  4.10 


14.60 
16.00 


7.40 
8.20 


Standard:     2  stories  1200  sq.  ft.     1  story  300  sq.  ft.     Deduct  20c  per 
50  sq.  ft.  additional  area  for  1927  value     .Add  20c  for  similar  deduction. 


*Additional  feature  over  preceding  type. 
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ONE-FAMILY  DWELLING 


SCHEDULE  1 

Construction 
Roof 
Basement 
Third  floor 
Interior  finisli 


Heating 
Plumbing 


CLASS  8 

Face  brick  walls 
*Slate  roof  with  3  dormers 

Under   entire   building 
*Two  rooms  finished 
=•=  Birch  and  white  enamel   finish,  tile 
floor     and     wainscot     in     2     bath 
rooms  and  lavatory 
Hot  water,  steam  or  vapor 
♦Total   3   baths — 1    lavatory 


1913  reproduction  cost  factors — Main  section 
Rear  wing-garage   1st  floor 


1927  reproduction   cost   factors- 
Rear  wing-garage  1st  floor 


-Main    section 


$10.00 
6.00 

20.00 

12.00 


Standard:  1416  sq.  ft.  ground  floor  area — rear  wing  420  sq.  ft.  De- 
duct 20c  per  50  sq.  ft.  additional  area  for  1927  value.  Add  20c  for  similar 
deduction. 


♦Additional  feature  over  preceding  type. 
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ONE-FAMILY  DWELLING 

*Highly   Ornamental   Exterior   and    Interior 


SCHEDULE  1 

Construction 

Roof 

Basement 
Third  floor 
Interior  finish 

Heating 
PUmibing 

1913  reproduction  cost  factors 

Frame 

Brick 
1927  reproduction  cost  factors 

Frame 

Brick 


CLASS  9 
*Face     brick     walls,     2     ornamental 

wood  porches 
*Hip  tile  roof — 3  dormers 
Under   entire   building 
♦Finished  and  subdivided  third  floor 
*Hardwood    and    white    enamel    fin- 
ish— tile    floor    and    wainscot    in 
3  bath  rooms 
Hot  water,  steam  or  vapor 
*Three  baths  and  2  lavatories 


$10.90 
12.00 

$21.80 
24.00 


Standard:     1700  sq.  ft.  ground  floor  area. 


''Additional  feature  over  preceding  type. 
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SCHEDULE  1 

Construction 

Roof 
Basement 
Third    floor 
Interior   fitiish 


ONE-FAMILY  DWELLING 

*High   Class  Construction 

CLASS  10 


Heating 
Plumbing 

1913  reproduction  cost  factors  main  part 
Attached  garage — rooms  2nd   floor 
One   story  section 

1927  reproduction  cost  factors  main  part 
Attached  garage — rooms  2nd  floor 
One  story  section 


Face  lirick  walls  with  carved  stone 
trim 

Slate 

Basement   under   entire   building 

Finished  and  subdivided 
*High    class    detailed    woodwork,    4 
mantels    and    other    built-in    fea- 
tures, tiled  bath 

Hot   water,   steam   or   vapor 

Four  bath   rooms   and  2  lavatories 


$15.00 

9.00 

5.00 

30.00 

18.00 

10.00 


Standard:     Main  part  2945  sq.  ft.,  attached  garage— rooms  2nd  floor 
529  sq.  ft.,  one  story  260  sq.  ft.  ground  floor  area. 


♦Additional  feature  over  preceding  type. 
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SCHEDULE  1 

Construction 


ONE-FAMILY  DWELLING 

High  Class  Construction 
CLASS  11 


yk:- 


*Exterior  walls  of  stone  and  stucco 
on  tile,  stone  base,  cornice  and 
exterior  trim  throughout. 
*Slate  and  copper 
♦Basement  under  entire  house  sub- 
divided  by  brick  partition   walls 
One-half  of  3rd  floor  finished  for 
storage — balance  unfinished 
*Twenty-three    rooms    and    5    bath 
rooms,    2    ice    machines,    1    ele- 
vator— 4  mantels.  Costly  detailed 
interior  finish 
Hot  water,  steam  or  vapor 
*Five  bath  rooms,  4  lavatories 
Main  part  $22.00 

Service  section  &  garage     12.00 
Main  part  44.00 

Service  section  &  garage       24.00 
Standard:     Main  part  3022  sq.  ft.,  attached  garage — rooms  2nd   floor 
2085  sq.  ft.,  ground  floor  area. 


Roof 
Basement 

Third    floor 

Interior 


Heating 
Plumbing 
1913  reproduction  cost  factors 

1927  reproduction  cost  factors 


♦Additional  feature  over  preceding  type. 
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ONE-FAMILY  DWELLING 

High   Class  Construction 


SCHEDULE  1 

Construction 

Roof 
Interior 


Third   floor 

Basement 

Heating 
Plumbing 


CLASS   12 

Stucco  on  tile — with  detailed  stone 

trim 
Slate 
*Twenty-four    rooms.       High    class 
detailed   interior   work    including 
9  mantels — 1  elevator 
*Six  maids'  rooms — 1  bathroom  and 

2  large  storage  rooms 
*Under     entire     building     with     all 
rooms  plastered  and  finished 
Hot  water,  steam  or  vapor 
♦Of  high  quality — 6  bathrooms  and 
2   lavatories 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


$27.00 
54.00 


Standard:     4149  sq.  ft.  ground  floor  area. 


♦Additional  feature  over  preceding  type. 
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TWO-FAMILY  DWELLING 


Cheap  Construction 


SCHEDULE  1-A 

Walls 

Roof 

Basement 

Third    floor 
Projections 
Interior  finish 
Heating 
Pluinl)ing 


1913  reproduction   cost   factors 


1927  reproduction   cost   factors 


CLASS  1 

Drop  sidi 

11  g 

Shingles 

Under 

enti 

e       build 

ng,       b 

foundation 

Unfinishc 

d 

None  except 

porch 

Pine   finis 

h  and   floors 

Stoves 

One  bath 

per 

suite 

See   iiage 

330 

for   iK-via 

tions. 

Franie 

$3.00 

Brick- 

3.30 

Frame 

6.00 

Brick 

0.60 

Standard:     900  sq.  ft.  ground  floor  area.     Deduct  20c  per  50  sq.  ft.  ad- 
ditional area  for  1927  value.     Add  20c  for  similar  deduction. 
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TWO-FAMILY  DWELLING 


Plain   Construction 


SCHEDULE  1-A 
Walls 
Roof 

Foundation 
Basement 
Third    floor 
Projections 
Interior  finish 
Heating 
Plumbing 

1913  reproduction  cost  factors 
1927  reproduction  cost  factors 


CLASS  2 

*Lap   siding 

Shingles 

Cement  block  foundation 

Under  entire  building 

Unfinished 

None  except  porch 

Pine — wood  floor  in  bath 

rooms 

*T\vo  hot   air  furnaces 

One  bath  per  suite 

Frame 

$3.60 

Brick 

4.00 

Frame 

7.20 

Brick 

8.00 

Standard:     1000  sq.   ft.  ground  floor  area.     Deduct  20c  per  50  sq.  ft. 
additional  area  for  1927  value.     Add  20c  for  similar  deduction. 


''Additional  feature  over  preceding  type.     See  page  330   for  deviations. 


334    PRTNXTPT.KS  OF  REAT.   I-:S'l\\'rE  APPRAISTXr, 


TWO-FAMILY  DWELLING 

A   Prevailintj  Type   in   Clovclnnd 


SCHEDULE  1-A 

Walls 
Root 

Basement 
Third  floor 
Projections 
Interior  finish 


Heating 
Plumhing 


CLASS  3 

Narrow  siding 
Optional   except   tile 
*FulI  basement,   lirick   foundation 

Unfinished 
*One — 2-story  bay  and  porch 
*  Hardwood      and       white      enamel, 
hardwood    floor    throughout    in- 
cluding  bath    rooms 
Two  hot  air  furnaces 
One    l)ath    room    per    suite 


1913  reproduction   cost   factors 
1927   reproduction    cost    factors 


Frame 
Brick 

Frame 
Brick 


$4.00 
4.40 

8.00 
8.80 


Standard:     1000  sq.  ft.  ground  floor  area.     Deduct  20c  per  50  sq.  ft. 
additional  area  for  1927  value.     Add  20c  for  similar  deduction. 


^'\dditillnaI    feature   over   precifliug   tyi<e.      See    |)age   ,^M)   for   deviations. 


PRIM  IIMJ-S  ol'    KI'AL   l-.STA'ri'.  APl'KA  ISl  X<  i     .i5 


TWO-FAMILY  DWELLING 


SCHEDULE  1-A 

Walls 
Roof 
Basement 
Third  floor 
Projections 

Interior    finish 

Heating 
Plumbing 

1913  reproduction   cost  factors 
1927  reproduction   cost   factors 


CLASS  4 

Narrow  siding 

Optional   except   tile 

Under   entire    building 
*Finished,  two   rooms 
*Four  bay  windows  and  dormers — 

brick   porch — outside   chimney 
*Hardwood     or     white     enamel — 2 
mantels — tile   floor   in   baths 

Hot  air 

One   bath    room   per   suite 


Frame 
Brick 

Frame 
Brick 


$4.80 
5.30 

9.60 
10.60 


Standard:      1000  to   1300  s(|.  ft.  ground   floor  area. 
=^\dditionaI   feature   over  preceding  type.     See   page  330   for   deviations. 


356    PRINCIPLES  OF  REAL  ESTATE  APPRALSINC 


DOUBLE  DWELLING 


SCHEDULE  1-B 

Walls 

Roof 

Foundation 

Basement 

Third  floor 

Projections 

Finish 

Heating 
Plumbing 

1913  reproduction  cost  factors 
1927  reproduction  cost  factors 
See  page  330  for  deviations. 


CLASS  1 

Lap  siding 

Shingle 

Cement  block 

Under  entire  building 

Unfinished 

None 

Pine — no    built-in     features— wood 

floor  in  bath  rooms 
Two   hot  air  furnaces 
One  bath  room  per  suite 


Frame 
Brick 

Frame 
Brick 


$3.60 
4.00 

7.20 
8.00 


Standard:    1000  sq.  ft.  ground  floor  area.     Deduct  20c  per  50  sq.  ft.  ad- 
ditional area  for  1927  value.     Add  20c  for  similar  deduction. 


PRINCIPLF-:S  ol'    KI'.AL   ESTATI-:  APPRAISING    .V?7 


SCHEDULE  IB 

Walls 

Roof 

Foundation 

Basement 

Third  floor 

Projections 

Interior  finish 


Heating 
Plumbing 

1913   reproduction  cost  factors 
1927  reproduction  cost  factors 


DOUBLE  DWELLING 


CLASS  2 


Lap  siding 
*Optional   except  tile 
*Brick  or  stone 

Under  entire  building 

Unfinished 
*Four  bay  windows — 2  dormers 
*Hardwood      and      white      enamel 
finish,    hardwood    floors,     wood 
floor  in  bath  rooms 

Two  hot  air  furnaces 

One  bath   room  per  suite 


Frame 
Brick 

Frame 
Brick 


$  4.50 
5.00 

9.00 
10.00 


See  page  330  for  deviations. 

Standard:     1200  sq.  ft.  ground  floor  area.     Deduct  20c  per  50  sq.  ft.  ad- 
ditional area  for  1927  value.     Add  20c  for  similar  deduction. 


♦Additional  feature  over  preceding  type. 


358     PRINCIPLES  OF  REAL  ESTATE  APPRAISING 


DOUBLE  DWELLING 


SCHEDULE    l-B 

Walls 
Roof 

Basement 
Third  floor 
Projections 

Interior  finish 


Heating 
Plumbing 

1913  reproduction   cost  factors 
1927  reproduction  cost  factors 


CLASS  3 

Press  brick  or  lap  siding 
Optional   except  tile 
Under  entire  building 
*Plastered — undivided   area 
*Four    bay    windows — 2    dormers   - 

10-foot  porch 
*Hardwood     or     white     enamel,     2 
mantels     and     built-in     features, 
tile   floors  in  baths 
*Hot   water,   steam   or   vapor 
*One   bath    room   and   lavatory   per 
suite 


Frame 
Brick 

Frame 
Rrick 


$  6.00 
6.60 

12.00 
13.20 


Standard:     1400   sq.   ft.  ground   floor  area.     Deduct  20c   per   50  sq.   ft. 
additional  area  for  1027  value.     Add  20c  for  similar  deduction. 


^'\d(Iiti()nal   feature   over   preceding   type.      Sec   page   330   for   deviations. 


PRIXClPLIuS  ()!•    I<i:.\L  KSTA^n-:  .MM'U.MSIXC    35'^ 


CHEAP  APARTMENT  HOUSE 


Simple 

Construction 

SCHEDULE  2 

CLASS   1 

Walls 

Drop  siding 

Roof 

Shingle   gable 

or   tlat   roof 

Basement 

Small   cellar 

Third  floor 

None 

Interior  finish 

Pine 

Heating 

Stoves 

Plumbing 

Kitchen    sink 

and    toilet    per    sui 
2  story      3  story 

1913  reproduction 

cost 

fat 

■tors 

Frame 
Brick 

$1.80         $2.60 
2.00           2.90 

1927  reproduction 

cost 

fai 

"tors 

Frame 
Brick 

3.60           5.20 
4.1)0           5.80 

Standard:     1500  to  3000  sq.  ft.  ground  floor  area. 


560    PRINCIPLES  OF  REAL  ESTATE  APPRAISING 


APARTMENT  HOUSE 

4  Suites 


SCHEDULE  2 

Walls 
Foundation 
Roof 
Basement 
Third  floor 
Interior  finish 

Heating 
Plumbing 


1913  reproduction  cost   factors 
1927  reproduction  cost  factors 

Standard:     1500  to  3000  sq.  ft.  ground  floor  area. 
*Additional  feature  over  preceding  type. 


CLASS  2 

*Narrow  siding 

Cement  block 

Shingle  gable  or  flat  r 

oof 

♦Under  entire  building 

None 

Pine  floors  and  trim- 

-wood  floors 

in  bath  rooms 

Stoves 

*One  bath  per  suite 

2-story 

3  story 

Frame                      $2.70 

$3.80 

Brick                          3.00 

4.20 

Frame                         5.40 

7.60 

Brick                           6.00 

8.40 

PRlNLirLI-:S  OF  RKAL   KSTA'1-|<:  APPRAISIN<;     361 


APARTMENT  HOUSE 

Six  5-Room   Suites 


SCHEDULE  2 

Walls 

Roof 
Basement 

Interior  finish 


Heating 
Plumbing 


CLASS  3 

Face  brick  front — other  walls  com- 
mon brick 

Flat  roof 

Under    entire    building — no    living 
rooms   in   basement 
*Pine   finish   hardwood   floors.      No 
mantel  or  other  built-in  features. 
Wood  floors  in  bath  room. 
*Hot   air  system 

One  bath  per  suite 


1913  reproduction  cost  factors 
1927  reproduction  cost  factors 


2-story      3-story 
$3.50       $  5.00 

7.00         10.00 


Standard:     4000  to  6000  sq.  ft.  ground  floor  area. 
'Additional  feature  over  preceding  type. 


362     PRINCIPLES  OF  REAL  ESTATE  APPRAISING 


APARTMENT  HOUSE 

Four  5-room  Suites 


SCHEDULE  2 

Walls 

Basement 

Projections 
Interior  finish 


Heating 
Plumbing 


1913  reproduction   cost  factor 
1927  reproduction   cost  factor 


CLASS  4 

Face  brick  front — other  walls  com- 
mon brick 
Under    entire    building — no    living 
rooms  in  basement 
*Two    story   brick   porches 
*Hardwood   and   white   enamel    fin- 
ish— 1     mantel    per    suite — wood 
floor  in  bath  rooms 
Four   hot   air   furnaces 
One    bath    per    suite 

$4.00 
8.00 


Standard:     2000  to  3000  sq.  ft.  ground  floor  area. 
^Additional  feature  over  preceding  type. 


PRINCIPIJ'.S  OF  RI'.AL   l-:S'r.\ri-:  APPKAISIXC    36,^ 


APARTMENT  HOUSE 

Six   S-Rooni   Suites 


SCHEDULE  2 

Walls 

Basement 

Projections 
Interior   finish 


Heating 
Plumbing 


CLASS  5 

Face  Ijrick  front — otlier  walls  com- 
mon   brick 
*Under     entire      building — janitor's 
rooms   in   basement 
Brick    porches  ' 

Hardwood  or  white  enamel — wood 
tloor    in    bath    rooms — 1    mantel 
per  suite 
*Steam  heat 
One   bath   room   per   suite 


1913  reproduction  cost  factors 
1927  reproduction  cost  factors 

Standard:     2000  to  3000  scj.  ft.  ground  floor  area. 
^Additional  feature  over  preceding  type. 


2-story      3-story 
$  5.00         $  6.80 


10.00 


13.()0 


364     PRINCIPLES  OF  REAL  ESTATE  APPRAISING 


SCHEDULE  2 

Walls 
Roof 

Basement 
Interior  hnish 


Heating 
Plumbing 


APARTMENT  HOUSE 


Ten    Suites   of   5   Rooms    Each 


CLASS  6 


1913  reproduction  cost  factors 
1927  reproduction  cost  factors 


*Face  brick   front  and  side 
Gravel  roof — hip  tile  front  and  one 

entire  side 
*Full   basement — two  5-room  suites 
*  Hardwood  and  white  enamel  with 

1   mantel  and  one  in-a-door  bed 

per   suite,   hardwood   floors — tile 

floor   in    bath    rooms 
Steam  heat 

One  bath   room   per   suite 

2-stories     3-stories 
$  5.30        $  7.00 
10.60  14.00 


Standard:     4000  to  6000  sq.  ft.  ground  floor  area. 


♦Additional  feature  over  preceding  type. 


PRTNCTPLRS  OF  REAL  ESTATE  APPRATSTNC     365 


APARTMENT  HOUSE 


Three-    and    l-\uir    Room    Suite? 


SCHEDULE  2 

Construction 

Basement 
Interior  finish 


Heating 
Plumbing 


CLASS  7 

Face  brick  front  walls — non-fire- 
proof floors 

English  basement — several  suites 

Hardwood  finish  and  floors — tile 
floor  in  bath  rooms — in-a-door 
beds 

Steam 

One  bath  per  suite 


1913  reproduction  cost  factors 
1927  reproduction  cost  factors 


2-story     3-story 
$  5.50        $  7.20 


11.00 


14.40 


Standard:     4000  to  6000  sq.  ft.  ground  floor  area. 


366    PRINCIPLES  OF  REAL  ESTATE  APPRAISING 


APARTMENT  HOUSE 


Seventeen    Suites    and    Two    Stores 


SCHEDULE  2 

Construction 

Occupancy   of  building 

Plumbing 
Heating 
Interior   finish 


CLASS  8 

Face   brick   front   and   side   walls — 

non-fireproof    floors 
Stores    and   apartment    suites    of  3 

and  4  rooms 
One  liath  per  suite 
Steam 
Hardwood  and  white  enamel  finish, 

and  hardwood  floors — tile  floors 

in   bath   rooms,   in-a-door   beds — 

no  mantels 


1913  reproduction   cost  factors 

1927  reproduction  cost  factors  10.60 

Standard:     4000  to  6000  sq.  ft.,  ground  floor  area. 


2  stories  3  stories 

$  5.30         $  7.30  per  square  foot 
.16  per  cubic  foot 


14.60  per  square  foot 
.32  per  cubic  foot 


PRIXCIIMJ-.S  OF   kl'AL   I':srATI-:  .\I'IM<.\ISI.\(.    367 


APARTMENT  HOUSE 


Three   Stories  and    English    Basement,   Thirty-six   Two-room   Suites 


SCHEDULE  2 

Construction 


Interior   finish 


Heating 
Plumbing 


1913  reproduction   cost  factors 
1927  reproduction   cost  factors 


CLASS  9 

Face   brick   front   with   stone   trim. 

Non-fireproof  floors — tile  floor  in 
bath  rooms — ten  2-room  suites 
on  each  upper  floor  and  six  2- 
room    suites   in   basement. 

Hardwood  floors  and  finish — tile 
floors  in  bath  rooms,  in-a-door 
beds. 

Steam   heat 
Thirlv-six  l)aths 


2  stories 


3  stories 


$  5.90         $  7.90  per  square  foot 
.19  per  cubic   foot 

1 1 .80  1 5.80  per  square  foot 

.38  per  cubic  foot 


Standard:     5000  sq.  ft.  ground  floor  area. 


368     PRINCIPLES  OF  REAL  ESTATE  APPRAISIN(; 


STORES  AND  APARTMENTS 


Simple  Construction 


SCHEDULE  3 

Walls 

Roof 

Basement 

Attic 

Interior  finish 

Heating 

Plumhing 


CLASS  1 

If  frame — drop  siding 
If  brick — face  brick  on   front  only 
Gable,  shingle  or  flat  roof 
Srnall  cellar 
None 
Pine 
Stoves 

No   plumbing   except    water  closet 
and  kitchen   sinks 


1913   reproduction  cost   factors 
1927  reproduction   cost   factors 


2 

stories 

3 

stories 

Frame 

$2.40 

$3.50 

Brick 

2.70 

3.90 

F"i-nme 

4.80 

7.00 

Brick 

5.40 

7.80 

Standard:     1500  to  4000  sq.  ft.  ground  floor  area. 


PRINCIPI.KS  OF  RI'lAL  EST  ATI-:  APF'RAISINr,    369 


STORES  AND  APARTMENTS 


Cheap  Construction 


SCHEDULE  3 

Walls 

Roof 

Basement 
Interior  finish 
Heating 
Plumbing 


1913  reproduction  cost  factors 
1927  reproduction  cost  factors 


CLASS  2 

Face  brick   front  wall, 

(ither   walls. 

common   brick 

Flat  roof 

*Under  entire 

building 

Pine  in  store? 

and  living  rooms 

Gas  stoves 

*One  bath  per 

suite — 2 

fixtures   for 

each    store 

2 

stories 

3  stories 

$3.20 

$  5.00 

6.40 

10.00 

Standard:     2000  to  5000  sq.  ft.  ground  floor  area. 


*Additional  feature  over  preceding  type. 


370      PRINCIPLES  OF  REAL  ESTATE  APPRAISING 


STORES  AND  APARTMENTS 


Occupying  Interior  Lot 


SCHEDULE  3 
Walls 

Roof 

Basement 
Interior   finish 

Heating 
Plumbing 


CLASS  3 

Press  brick  front,  other  walls  com- 
mon brick 

Flat  roof 

Under  entire   l)uilding 
*Hardwood  finish  and  floors  in  liv- 
ing rooms — pine  finish  and  hard- 
wood floors  in  stores 
*Hot  air  system 

One  bath  for  each  suite — 2  fixtures 
for  each  store 


1913  reproduction  cost  factors 
1927  reproduction  cost  factors 

Standard:     2500  to  5000  sq.  ft.  ground  floor  area. 


2  stories 

3  stories 

$4.00 

$  5.80 

8.00 

11.60 

"Additional  feature  over  preceding  type. 


'KIXt  Il'LKS  OF  RF.AT.  F.STATK  APPRAISIXG    371 


STORES  AND  APARTMENTS 


SCHEDULE  3 

Walls 
Roof 
Basement 
Interior    thiisli 


Heating 
Plumbing 


CLASS  4 

*Face  brick  front  and  one  side  wall 
Flat  roof 
Full  basement 
♦Hardwood  floors  and  finish  in  liv- 
ing   rooms — tile     floor     in     bath 
rooms — pine      finish     and     hard- 
wood  floors   in   store 
*Hot  water,  steam  or  vapor 
One  bath  per  suite — 2  fixtures   for 
each    store 


1913  reproduction   cost   factors 
1927  reproduction   cost  factors 

Standard:     2000  to   5000  sq.   ft.   ground  floor  area. 


2  stories      3  stories 
$4.50       $  6.50 
9.00         13.00 


♦Additional  feature  over  preceding  type. 


372    PRINCIPLES  OF  REAL  ESTATE  APPRAISING 


STORE  AND  OFFICE  BUILDING 


SCHEDULE  3 

Walls 


Roof 
Basemenl 
First  flo-or 

Second  story 
Interior   finish 


Heating 
Plumbing 

1913  reproduction  cost  factor 
1927  reproduction  cost  factor 

Standard:     5226  sq.  ft.  ground  floor  area. 


CLASS  5 

*Face  brick  exterior  front  and  one 
side  wall  with  ornamental  terra- 
cotta trim 
Flat  roof 

Under  entire  building 
*Used   for   mercantile   and   banking 
purposes 
Nine  offices  and  one  2-room  suite 
*Hardwood  throughout.     Composi- 
tion   floor   in   banking   room 
Steam 
Total  26  fixtures 


$  5.50  per  sq.  ft. 
11  00  per  sq.  ft. 


♦Additional  feature  over  preceding  type. 


PRINCIPLES  OF  REAL  ESTATE  APPRAISTNC    37.^ 


SCHEDULE  3 

C  onstructioii 


Basemenl 
First   story 
Second   story 


Heating 
Plumbing 


STORES  AND  RESTAURANT 

High  Class  Construction 
CLASS  6 


1913  reproduction  cost  factor 
1927  reproduction   cost  factor 


*Size  of  building  150  x  oO — briik 
walls — stucco  on  brick  front 
non-fireproof  floors  and  roof — 
large  amount  of  interior  marble 
and  tile  work 
Full  basement  used  for  storage 
space 
*Eight   store    rooms,   tile   partitions 

between  stores 
♦Restaurant — dining      room      and 
kitchen — performers  stage  at  one 
end  of  dining  room 
Steam  heat 

Two    fixtures    for    each    store — 10 
fixtures  second  story 

$  7.00  per  sq.  ft. 
14.00  per  sq.  ft. 


Standard:     9000  sq.  ft.  ground  floor  area. 


*Additional  feature  over  preceding  type. 


374      PRINCTPLKS  OF  RKAL  ESTATE  APPRAISING 


TWO-STORY  STORE  BUILDING 

Undivided    Area    Second    Floor 


SCHEDULE  3 
Construction 


Basement 
First   story 

Second  story 

Floors 

Heating 

Plumbing 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


CLASS  7 

Face  brick  front,  other  walls  com- 
mon brick 

Flat  roof,  joist  construction 
throughout 

Under  entire  building 

Plastered     walls,     undivided     floor 

space 

Plastered     walls,     undivided     floor 

space 

Hardwood  floors 

Hot   air   system 

Two  plumbing  fixtures 

$3.00  per  sq.  ft. 
O.OO  per  sq.  ft. 


Standard:     4000  to  6000  sq.  ft.  ground  floor  area. 


I'KlXl  ll'Ll'S  Ul-   Kl-AL  ESTAri'    Al'l'KA  ISl  X(  ■    .v. 


ONE-STORY  STORE  BUILDING 

Cheaply  Constructed 


SCHEDULE  4 

Walls 

Roof 

Basement 

Heating 

Plunihing 


CLASS  1 

jf  hrick — face  brick  on  front  only 
— if  frame — drop  siding 

Flat  roof 

No  Ijasement 

Stove  heat 

Two  fixtures  per  store 


Frame 
Brick 


1913   reproduction   cost   factors 
1927  reproduction   cost  factors 

Standard:     ground  floor  area  optional 


Frame 
Brick 


$1.10 
1.20 

2.20 
2.40 


^7h    PRINCIPI.RS  OF  REAL  ESTATE  APPRAISING 


ONE-STORY  STORE  BUILDING 


*Simple   Construction 


SCHEDULE  4 

Walls 

Roof 

Basement 

Interior  finish 

Floors 

Heating 

Plumbing 


CLASS  2 

Brick — face  brick  on  front  without 

ornamentation 
Flat  roof 
*Under  entire  building 
Pine 
Maple 
Gas  stoves 
Two  fixtures  for  each  store 


1913  reproduction  cost  factors  Brick 

1927  reproduction  cost  factors  Brick 

Standard:     square   foot  ground   floor  area   prices. 


Not  over 

5 

or  more 

3  stores 

stores 

$1.80 

$1.20 

3.60 

2.40 

*Additional  feature  over  preceding  type. 


PRINCIPLI':S  OF  REAL  ESTATE  APPRAISING    111 


ONE-STORY  STORE  BUILDING 


*Well  Constructed 


SCHEDULE  4 

Wall. 

Roof 

Basement 

Interior  finish 

Floors 

Heating 

Plumbing 


CLASS  3 

Face  brick  front,  other  walls  com- 
mon   brick 
Flat  roof 

Under  entire  building 
Pine 
Maple 
*One  furnace  per  store 
Two  fixtures  for  each  store 


1913  reproduction  cost  factors 
1927  reproduction  cost  factors 


Not  over 

5 

or  more 

3  stores 

stores 

Brick 

$2,10 

$1.60 

Brick 

420 

3.20 

Standard:     4000  to  6000  sq.  ft.  ground  floor  area. 


3/8     PRTNCm.KS  OF  REAT.  ESTATE  APPRAISING 


ONE-STORY  STORE  BUILDING 


^High  Class 


SCHEDULE  4 

Walls 

Roof 

Basement 

Interior   finish 

Floors 

Heating 

Plumbing 


CLASS  4 

*Brick — ornamental    front    and    side 
elevation 
Flat  roof 
Full  Basement 
Fine 

Maple   floors 

One   furnace   for  each   store 
Two    fixtures   for   each   store 


1913  reproduction  cost  factors 
1927  reproduction  cost  factors 

Standard:     Stpiare  foot  ground  iloor  area  prices. 


Not  over 

5  or  more 

3  stores 

stores 

$2.40 

$2.00 

4.80 

4.00 

"Additional   feature  over  preceding  type. 


ruixt  irr.i-.s  di'  i<i;-\i.  i-.sr.\ri-.  aitkaisinc   ,i7'» 


■  ■ 


,•1  ifl  1'S 


!i ;..  .]\ !!!  II  •-'  -i  '"^ 


DEPARTMENT  STORE  BUILDING 


Construction 


Occupancy 


Sprinkler   system 
Floors 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


Six-story      and      basement.      steel 
frame,       with       two       ornamental 
terra  cotta  facades — designed  to 
carry    two    additional    stories 

luitire  six  upper  floors  and  base- 
ment with  the  exception  of 
space  for  exhibition  hall  and 
playground  used  for  merchan- 
dising 

Sprinkler  system  throughout 
First  story  has  marble  floor,  other 
stories  have  hardwood  floor 

19c  per  cubic  foot 
38c  per  cubic  foot 


Standard:     Cubage  12.680,000  feet. 


380    PRINCIPLES  OF  REAL  ESTATE  APPRALSLMC 


DEPARTMENT  STORE  BUILDING 


Construction 


Basement 

First  to  fifth  floors 

Heating 

Plumbing 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


Steel  frame — fireproof  floors,  orna- 
mental terra  cotta  front — three 
elevators  —  building  equipped 
with   sprinkler  system 

Under  entire   building 

Used  for  mercantile  purposes 

Steam 

A  large  amount  of  plumbing  on 
each  floor 

22c  per  cubic  foot 
44c  per  cubic  foot 


Standard:     Cubage  1,491,057  feet. 
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DEPARTMENT  STORE  BUILDING 


Construction 


Basement 

First  to  fifth  floors 


Elevators 
Plumbing 


Five-story  and  basement,  steel 
frame,  terra  cotta  front  and  side 
elevation — High  class  construc- 
tion, large  amount  of  window 
display  space 

Full   basement 

Undivided  area  for  merchandising 
purposes 

Nine  elevators 

Nine  toilet  rooms  containing  100 
plumbing  fixtures 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


21c  per  cu.  ft. 
42c  per  cu.  ft. 


Cubage  4,129,000  feet. 
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STORE  BUILDING 


Construction 


Basement 

First  floor 

Second  floor 

Third   and   fourth   floors 

Heating 

Plumbing 

1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


Steel  frame,  fireproof  floors,  face 
brick  front  and  side  elevation, 
with  terra  cotta  trim 

Finished  basement  used  for  mer- 
cantile purposes 

Undivided  area  for  mercantile  use 

Devoted   to  office   space 

Undivided  floor  area 

Steam  heat 

Moderate  anunint  of  plumbing 

23c  per  cubic  foot 
46c  per  cubic  foot 


Standard:     Cubage  995,929  feet. 
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SPECIALTY  STORE  BUILDING 

Construction  Steel    franu',    fireproof    floors — tej'ra    cotta    front,    un- 

divided tioor  area  used  exclusively  for  nierchandis- 
injf — first    has   marble    floors,   t)thers   cement    finish; 
three  elevators:  no  sprinklers 
191.5  rei)roduction   cost   factor  20c   per  cubic  foot 

1927  reproduction   cost   factor  4()c   per  cubic  foot 

CubaRe  1,135.386  feet. 


384 


PRINCIPLES  OF  REAL  ESTATE  APPRAISING 


STORE  AND  OFFICE  BUILDING 


Construction 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 

Standard:     Cubage  824,180  feet. 


Reinforced  concrete  frame  and 
floors — two  face  brick  street  ele- 
vations— interior  finish  is  of  plain 
oak,  two  elevators;  a  moderate 
amount  of  plumbing  on  each  floor 

22c  per  cubic  foot 
44c  per  cubic  foot 
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OFFICE  BUILDING 


Construction 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 

Standard:     Cubage  460,636  feet. 


Well-built  office  building  containing 
automobile  sales  room  and  serv- 
ice station  in  first  story  and  of- 
fices in  upper  floors — steel  frame, 
fireproof  floors — terra  cotta  front 
elevation — interior  finish  of  brick 
— size  of  building  40  feet  x  180 
feet 

30c  per  cubic  foot 
60c  per  cubic  foot 
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OFFICE  BUILDING 


Cmistrnctidii 


1913  reproduction  cosl   factor 
1927  reproduction  cost  factor 

Standard:     Cubage   1,819,211    feet. 


M)urt(.'fn-st()ry  steel  frame,  fire- 
pro(if  building — exterior  walls  of 
sliale  brick  trinnned  with  terra 
cotta — main  Hoor  occupied  by  a 
public  service  corporation  for 
offices  with  a  large  public  space 
— interior  woodwork  of  mahogany 
and  oak 

40c  per  cubic  foot 
80c  per  cubic  foot 
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MONUMENTAL  OFFICE  BUILDING 


20-story  steel  frame  bank  and  office  building  witli  bnicstonr  frontages 
on   three   streets.     Occupied  by   the   Ihiion   Trust   Co.   in   t'lcvoland. 

This  is  the  second  largest  office  building  in  the  world.  Tlie  lirst  five 
stories  of  the  building  are  occupied  by  the  bank,  the  remaining  fifteen 
stories,  each  containing  43,000  sq.  ft.  of  rentable  area,  are  used  for  offices. 

There  arc  thirty-six  elevators  and  seven  large  bank  vaults. 


Cubage:     20,330,256.     Cost  $13,300,000. 
Cost  factor  65c  per  cube  foot. 
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OFFICE  BUILDING 


Construction 


Occupancy 


Steel  frame — limestone  front  office 
building  of  highest  type — situated 
on  an  interior  lot — costly  detailed 
interior  and  exterior — designed 
to  carry  six  additional  stories 

Retail  shops  on  first  and  second 
floors — upper  stories  devoted  to 
office  space. 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


32c  per  cubic  foot 
64c  per  cubic  foot 


Cubage  2,783,982  feet. 
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Construction 


Occupancy 


Interior  finish 
Finished  floors 


Sprinkler  system 
Elevators 


Plumbing 

1913  reproduction  cost  factor 
1927  reproduction  cost  factor 
Cubage  2,109,910  feet. 


OFFICE-FACTORY  BUILDING 

Nine-story  reinforced  concrete  frame  build- 
ing with  face  brick  on  all  elevations— terra 
cotta  trim 

Basement  used  for  storage — first  and  second 
stories  used  for  printing  shop — third  to 
ninth  floors  divided  into  office  space. 

Gum  interior  woodwork  throughout  building. 

First  and  second  stories  have  wood  block 
floor:  third  to  seventh  cement  finish  floors; 
eighth  and  ninth,  composition  floors 

Entire  building  sprinkled 

Three  passenger  and  one  freight  elevators — 
two  sidewalk  lifts — elevator  enclosures  of 
ornamental  bronze 

Eighteen  toilet  rooms  with  158  plumbing 
fixtures 

20c  per  cu.  ft. 
40c  per  cu.  ft. 
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HOTEL  BUILDING 

Constructiun       Steel  frame — face  brick  and  terra  cotta  in  all  exterior  walls, 
two  hundred  guest  rooms  with  one  bath  each — ground 
floor   occupancy   very   small — building   frontage    being 
only  42  feet 
1913  rcprodnction   cost  factor  40c  per  cubic  foot 

1927  reijroduclion  cost  factor  8()c   per  cubic  foot 

Cubage  1,048,801   feet. 
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HOTEL  BUILDING 


Coiistructidii 


Modern  stool  fraiiio  fireproof  hotel 
hiiildintj  containin.u;  retail  shops 
on  stroot  lovol  and  950  guest 
rooms  with  one  bath  each — the 
exterior  walls  are  of  brick 
trininied  with  terra  cotta  and 
limestone 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 

Cubage  7,185,507  feet. 


40c  per  cu.  ft. 
80c  per  cu.  ft. 
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RESIDENTIAL  HOTEL 


Construction 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 

Cubage  3,864,236  feet. 


High  class  fireproof  building  con- 
taining 400  rooms  arranged  in 
suites  of  2  to  8  rooms  each 
with  260  bath  rooms,  interior  fin- 
ish of  ornamentally  detailed  oak 
— 3  passenger  and  1  freight  ele- 
vator 

40c  per  cu.  ft. 
80c   per  cu.   ft. 
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RESIDENTIAL  HOTEL 


Construction 


Steel  frame,  fireproof  residential 
hotel  building  containing  131 
suites  of  1  to  3  rooms  and  bath 
each — first  floor  contains  6  stores 
and  nine  1-room  suites — typical 
floors  have  twenty  suites  of  1  to 
3  rooms  each;  3  elevators 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


42c  per  cut.  ft. 
84c  per  cu.  ft. 


Cubage  975,535  feet. 
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GARAGE 


Construction 

Basement 
Roof 

Heating 
Plumbing 


Brick  and  hollow  tile  walls — cement 
floor — interior  unfinished 

Small    space   for   boiler   room   only 

Tar  and  gravel  roof  over  wood 
joists  and  boards 

Steam  heat 

Three  fixtures 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


$1.30  per  sq.  ft. 
2.60  per  sq.  ft. 


Area  7,000  to  10,000  sq.  ft. 


Deduct  30c  per  sq.  ft.  for  stove  heat  from  1927  cost  factors. 
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GARAGE  AND  DISPLAY  ROOM 


Construction 


Basement 
Roof 

Heating 
Plumbing 


Brick  walls — face  brick  and  plate 
glass  front — small  display  space 
— size  of  building  50  x  105 

Small  space  for  boiler  room  only 

Tar  and  gravel  over  wood  joists 
and  boards 

Steam  heat 
Three  fixtures 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


$1.60  per  sq.  ft. 
3.20  per  sq.  ft. 


5250  sq.  ft.  ground  floor  area. 
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AUTOMOBILE  SERVICE  STATION 


Construction 

Basement 
First  floor 

Second  and   third   floors 

Heating 
Plumbing 
Sprinkler  system 

1923  reproduction  cost  factors 

1927  reproduction  cost  factors 

Standard:     cubage  928,802  feet. 


Reinforced  concrete  frame,  steel 
sash,  brick  walls — face  brick  and 
terra  cotta  trim  front 

No  basement 

Small  display  and  office  space;  re- 
mainder garage 

Undivided  floor  areas — reinforced 
concrete  ramp  from  first  to  third 
floors 

Steam  heat 

Thirty-five  plumbing  fixtures 

Entire  building  equipped  with 
sprinkler  system 

12c  cubic    foot 
$5.20  square  foot 

24c    cubic  foot 
$10.40  square  foot 
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AUTOMOBILE  SERVICE  STATION 


Construction 

Basement 
First   floor 
Second  floor 

Heating 


Fireproof  —  reinforced  concrete 
frame,  brick  walls — face  brick 
and  stone  trim  on  two  sides 

No  basement 

Display  space  and  service  rooms 

Undivided  area  devoted  to  repair 
service  and  storage 

Steam  heat 


1913  reproduction  cost  factor 
1Q27  reproduction  cost  factor 


14c  per  cu.  ft. 
28c  per  cu.  ft. 


Standard:     cubage  400.000  feet. 
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AUTOMOBILE  ASSEMBLING  AND  SERVICE  BUILDING 


Construction 

Basement 
First    floor 
Second   floor 

Third  and  fourth  floors 
Heating 


Fireproof  —  reinforced  concrete 
frame  and  floors,  face  brick  with 
terra   cotta   trim  on  front 

No  basement 

Display  space  and  service  rooms 

Office  space  in  front  part,  ntlier 
parts  undivided 

Undivided   floor  area 

Steam  heat 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


lie  per  cu.  ft. 
22c  per  cu.  ft. 


Standard:     cubage  3,242,770  feet. 
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FACTORY  BUILDING 


Construction 


Basement 
Roof 

Floor 

Heating 

Plumbing 


Brick  walls,  steel  sasli — undivided 
floor  area  except  small  ofllcc 
space  in  front  of  building — 14 
foot  story  height 

For  boiler  room  only 

Tar  and  gravel  over  wood  roof 
joists 

Cement  floor 

Steam 

Small  amount  of  plumbing 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


$1.50 
3.00 


Standard:     16,000  sq.  ft.  ground  floor  area. 
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FACTORY  BUILDING 


Con.structioii 


Basement 
First  story 
Second   story 


Heating 
Plumbing 


1913  reproduction  cost  factors 
1927  reproduction  cost  factors 


Size  of  building — two-story  section 
63  X  32 — one-story  section  62  x 
60 — face  brick  front  wall  in  2- 
story  part,  remainder  common 
brick — mill  construction  floors 
and  roof 

For  boiler  room  20  x  35  feet  in 
size 

Entire  first  story  devoted  to  fac- 
tory use 

Second  story  devoted  to  ofticc 
space — oak  floors  and  finish — 
walls  and  ceilings  of  office  of 
metal  lath  and  plaster 

Steam  heat 

Three  toilets — total  number  of 
fixtures — 8 


2  story 

1  story 

2  story 
1   story 


Per  foot 
$6.00 

2.20 
12.00 

4.40 


Area  2-story  section  2016  square  feet. 
Area  1-story  section  3720  square  feet. 
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FACTORY  BUILDING 


Construction 


Roof 

Basement 
Heating 
Plumbing 


Stucco  or  brick  walls — size  of  2- 
story  office  section  61  feet  x  20 
feet — 1-story  section  61  feet  x  180 
feet — steel  frame  and  steel  sash 
factory  construction  —  maple 
floors  throughout  entire  building 

Mill   construction   roof 

None 

Steam 

Three  toilet  rooms — total  fixtures 
13 


1913  reproduction  cost  factors 
1927  reproduction  cost  factors 


Office 
Factory 
Office 
Factory 


Per  foot 
$  6.00 

2.00 
12.00 

4.00 


Area  2-story  section      1220  square  feet 
Area  1-story  section   10980  square  feet 
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FACTORY  BUILDING 


Construction 


Basement 

First  to  fourth  stories 


Heating 
Plumbing 

Sprinkler  system 


Modern  fireproof  factory  building 
— reinforced  concrete  frame — 
press  brick  exterior  on  all  sides 
except  rear — large  number  of 
steel  sash  windows — cement  fin- 
ished floors 

None 

Undivided  area  except  for  factory 
offices  and  tiled  floor  hospital 
on  first  floor 

Steam 

Usual  amount  of  plumbing  found 
in  textile  factories  of  this  type 

All  floors  provided  with  sprinkler 
system 


1913  reproduction  cost  factor 
1927  reproduction   cost  factor 


12K'C  per  cu.  ft. 
25c  per  cu.  ft. 


Standard:     Cubage  2,906,497  feet. 
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COMMON  WAREHOUSE 


Construction 


Basement 
Heating 
Plumbing 
Elevators 


1913  reproduction  cost  factors 
1927  reproduction  cost  factors 


Common  brick  walls 

throughout — 

joist     floor     construction — undi- 

vided floor  space 

None 

None 

None 

None 

1  story 

2  stories 

$0.60 

$1.10 

IJO 

2.20 

Standard:     30U0  to  oOdO  sq.  ft.  ground  floor  area. 
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STORAGE  WAREHOUSE 


Construction 


Basement 
Floors 
Heating 
Plumbing 


Reinforced  concrete  frame — press 
brick  front  wall,  others  common 
brick — sprinkler  system  equipped 
throughout — undivided  floor  area 
on  each  story  except  for  a 
small  ofifice  space  in  first  story 

Basement  under  entire  building 

Finished  floors  of  cement 

Steam 

Plumbing  fixtures  on  each  floor 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


12j4c  per  cu.  ft. 
25c  per  cu.  ft. 


Standard:     Cubage  1,233,854  feet. 
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STORAGE  WAREHOUSE 


Construction 


Basement 

Heating 

Plumbing 


Six  stories  high,  reinforced  con- 
crete frame,  floors  and  roof — 
face  brick  front  and  side  walls 
trimmed  with   terra  cotta 

Small   basement  for  heating  plant 

Steam  heating  in  first  story  only 

Four  iilumhing  fixtures 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


13c  cu.  ft. 
26c  cu.  ft. 


Cubage  496,450  feet. 
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MARKET  HOUSE  WITH  STORES 


Construction 


Basement 
First  story 
Second  story 
Heating 
Finish 


Steel  frame  brick  walls,  with  face 
brick  front  and  stone  ■  trim — 
front  section  of  building  is  two 
stories  high — the  rear  or  market 
section  is  one  story  high 

Basement  under  two-story  section 

Stores  and  market  house 

Offices 

Steam 

Market  house  fixtures  are  of  en- 
ameled tile  and  of  special  de- 
sign— the  woodwork  in  stores 
and  offices  is  of  cherry  and  birch 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


Lk  cu.  ft. 
26c  cu.  ft. 


Cubage  1,123,616  feet. 


rKFNClPLES  OF  RI<:AT.  estate  APPRALSiNC    A07 


MOVING  PICTURE  THEATRE  AND  STORES 


Occupaticy 

Walls 

Roof 

Heating 

Plumbing 


Theatre  containing  759  seats — two 
small  stores 

Face  brick  front — other  walls  com- 
mon  brick 

Non-fireproof  roof 

Steam  heat 

Two  toilet  rooms  in  Theatre — two 
plumbing  fixtures  in  each  store 


Seating  and  organ  not  included 

1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


$3.00  per  foot 
6.00  per  foot 


10,000  sq.  ft.  ground  floor  area. 
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POSTAL  SUBSTATION 


Walls 

Roof 

Basement 
Main   floor 


Heating 
Plumbing 


1913  reproduction  cost  factor 
1927  reproduction  cost  factor 


Face  brick  front  with  stone  trim — 
other  walls  common  brick 

Non-fireproof  roof — supported  by 
wood  beams  and  columns 

Full  basement — undivided  area 

Undivided  floor  space — wood  floor 
construction  except  at  lobby 
where  flooring  is  of  reinforced 
concrete.  All  walls  and  ceilings 
plastered 

Furnace  heat 

Nine   fixtures 

$2.90  per  foot 
5.80  per  foot 


Standard:     5500  sq.  ft.  ground  floor  area. 


ADDENDA 


410    PRINCIPLES  OF  REAL  ESTATE  APPRAISING 
DEPTH  TABLE 


Cleveland  Standard 


Percentage  of  Unit  Value  for  Lots  from  1  to  700  Feet  Deep 


Depth 

50 

72.50 

100 

100.00 

150   1 

15.00 

200  1 

22.00 

1  ft. 

3.10% 

1 

73.25 

1 

100.41 

1   ] 

15.19 

1  1 

22.10 

2 

6.10 

2 

74.00 

2 

100.85 

2   1 

15.38 

2  ] 

22.20 

3 

9.00 

3 

74.75 

3 

101.27 

3 

15.57 

3  ] 

22.30 

4 

11.75 

4 

75 .  50 

4 

101.70 

4 

15.76 

4  ] 

22.40 

5 

14.35 

5 

76.20 

5 

102.08 

5 

15.95 

5  ] 

22.50 

6 

16.75 

6 

76.90 

6 

102.48 

6 

16.12 

210  ] 

22.95 

7 

19.05 

7 

77.55 

7 

102.88 

7   ] 

16.29 

15  ] 

23.38 

8 

21.50 

8 

78.20 

8 

103.25 

8   ] 

16.46 

20  ] 

23.80 

9 

23.20 

9 

78.85 

9 

103.62 

9   ] 

16.62 

30  1 

24,60 

10 

25.00 

60 

79.50 

110 

104.00 

160 

116.80 

240 

25.35 

1 

26.70 

1 

80.11 

1 

104.36 

1 

16.96 

50 

26.05 

2 

28.36 

2 

80.77 

2 

104.72 

2 

17.13 

60 

126.75 

3 

29.99 

3 

81.38 

3 

105.08 

3 

117.30 

70 

127.40 

4 

31.61 

4 

82.00 

4 

105.54 

4 

17.47 

80 

28.05 

5 

33.22 

5 

82.61 

5 

105.78 

5 

117.64 

90 

28.65 

6 

34.92 

6 

83.21 

6 

106.13 

6 

117.79 

300 

129.25 

7 

36.41 

7 

83 .  82 

7 

106.47 

•7 

117.94 

10 

[29.80 

8 

37.97 

8 

84.42 

8 

106.81 

8 

118.09 

20 

[30.35 

9 

39.50 

9 

85.01 

9 

107.15 

9 

118.24 

30 

[30.90 

20 

41.00 

70 

85.60 

120 

107.50 

170 

118.40 

340 

[31.40 

1 

42 .  50 

1 

86.15 

1 

107. SO 

1 

118.54 

50 

[31.90 

2 

43.96 

2 

86.70 

2 

108.11 

2 

118.70 

60 

[32.40 

3 

45 .  30 

3 

87.24 

3 

108.43 

3 

118.85 

70 

132.85 

4 

46.61 

4 

87.78 

4 

108.75 

4 

119.00 

80 

133.30 

5 

47.90 

5 

88.30 

5 

109.05 

5 

119.14 

90 

133.75 

6 

49.17 

6 

88.82 

6 

109.35 

6 

119.28 

400 

134.20 

7 

50.40 

7 

89.35 

7 

109.65 

7 

119.41 

10 

134.60 

8 

51.61 

8 

89.87 

8 

109.93 

8 

119.54 

20 

135.00 

9 

52.81 

9 

90.39 

9 

110.21 

9 

119.67 

30 

135.40 

30 

54.00 

80 

90.90 

130 

110.50 

ISO 

119.80 

440 

135.80 

1 

55.05 

1 

91.39 

1 

110.76 

1 

119.92 

50 

136.15 

2 

56.10 

2 

91.89 

2 

111.02 

2 

120.05 

60 

136.50 

3 

57.15 

3 

92.38 

3 

111.28 

3 

120.18 

70 

136.85 

4 

58.20 

4 

92 .  86 

4 

111.55 

4 

[20.31 

80 

137.20 

5 

59  20 

5 

93.33 

5 

1 1 1 . 80 

5 

120.43 

90 

137.55 

6 

60.30 

6 

93 .  80 

6 

112.05 

6 

20.55 

500 

[37.85 

7 

61.25 

7 

94.27 

7 

112.28 

7 

120.66 

10 

38.15 

8 

62 .  20 

8 

94.73 

8 

112.52 

8 

120.77 

20 

[38.45 

9 

63.10 

9 

95.17 

9 

112.76 

9 

120.88 

30 

[38.75 

40 

64.00 

90 

95.60 

140 

113.00 

190 

121.00 

540 

[39.05 

1 

64.95 

1 

96.04 

1 

113.20 

1 

21.10 

50 

139.30 

2 

65 .  90 

2 

96.50 

2 

113.43 

2 

121.21 

60 

139.55 

3 

66.75 

3 

96.95 

3 

1 1 3 . 64 

3 

121.32 

70 

39.80 

4 

67.60 

4 

97.40 

4 

113.85 

4 

121.43 

80 

40.05 

5 

68.45 

5 

97.85 

5 

114.05 

5 

121.53 

600 

140.55 

6 

69.30 

6 

98.30 

6 

114.25 

6 

121.62 

20 

140.95 

7 

70.10 

7 

98 .  74 

7 

114.45 

7 

121.71 

40 

141.35 

8 

70.90 

8 

99.17 

8 

114.64 

8 

121.80 

60 

41.75 

9 

71 .  50 

9 

99  58 

9 

114.82 

9 

121.90 

80 

42.05 

50 

72 .  50 

100 

100.00 

150 

1 1  V  00 

200 

122.00 

700 

42.35 
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THE  RENT  YOU  PAY 

(This  tahic  imiuaics  Imw  rent  money.  Iitcurcd  on  a  .six  I'li  cent  iulcicst  basis, 
iinioiiiits  lo   large  sums  in   d   few  years  time.) 

PeriMo.  10  Years  15  Years  -'0  Years  J,l)^^''.^^ 

$    ',  $3  954  20  $  6,98-'. 73  $11,035.65  $16,459. 2K 

?(1  4  74=;  04  X.379.27  13,242.78  19.751.14 

35  5,535.88  9,775.82  15,449.91  23,042.99 

■;<)  7  908.40  13,965.40  22,071.30  32,918.56 

61)  9,490.08  16,758.54  26,485. 5(.  39.502.28 

75  11862  60  20,948.19  33,106.95  49.377.48 

85  13.444.28  23,741.28  37.521.21  55,961.55 

100  15,816.80  27.930.92  44,142.60  65.837.12 

LOTS  PER  ACRE 

Hiis  iiitcrestiiis  talik-  sliow.s  the  nuniber  of  lots  obtainable  per  acre  in  eonneelion 
uilh  (lie  subdivision  of  land,  using  the  dimensions  indicated  below  as  average  sized  lots. 
.Miowance  has  been  made  for  the  lots  to  front  on  a  fifty-foot  street  with  cross 
streets  every  800  feet  for  the  smaller  lots  and  increasing  proiwrtionalely  up  to  2,000 
feet    for    the    largest. 

Number  of  Number  of 

Size  of  Lots  Lots  per  Acre  Size  of  Lots  I^its  per  Acre 

40x100  8.23  60x175  3.48 

40x120  7.07  60x200  3.10 

40  X  150  5.80  70  X  175  3.00 

45x125  6.11  70x200  2.67 

45x150  5.25  80x200  2.35 

50x150  4.74  SO  X  240  1.99 

50x175  4.14  100x250  1.54 

Inasmucli  as  every  subdivision  presents  a  dilTerent  problem  as  to  location  of 
streets,  the  al  ovc  table  is  approximate  only,  but  accurate  enough  for  all  practical 
purposes. 

HOW  RENT  MOUNTS  UP 

(This  tabic  indicates  the  amount  of  rent  paid  in  a  period  of  10  to  30  years,  -,vilh 
interest   at   6%.) 

.\T  $10.00  per  month   it  amounts  to: — 

In    10  years   $    1,581.68 

IS   years    2.793.10 

20  years    4.414.26 

25  years 6,583.72 

30  years    9,485.96 

.\'V   $20.00  per   month    it    amounts   to:  — 

In    10  years    $   3,163.36 

15   years    . 5,586.19 

20  years 8,828.52 

25   years    13,167.43 

30  years   18,973.92 

.\'r   $25.00    per    month    it   amounts   to: 

In    10  years    $  3,454.20 

15  "years    6,972.73 

20  years    11 ,035.65 

25  years   16,459.28 

30  years   23, 1  7 1 .40 

.\T    $30.00   per   niontli    it    amounts   to:  — 

In    10  vears $   4,745.04 

1 5   Vears 8.378.27 

20  years    13.242.78 

25   years    19,751.14 

30  years   28.460.88 

INCHES  REDUCED  TO  FRACTIONS  OF  FEET 

1  inch        e(iuals 0.08  1  /3  feet 

2  inches    equals 0.16  2/3  feet 

3  inches    equals 0.25  feet 

4  inches    equals 0.33  1/3  feet 

5  inches    equals 0.41  2/3  feet 

6  inches    equals 0.5  feet 

7  inches    equals 0.58  1/3  feet 

8  inches    equals 0.66  2/3  feet 

9  inches    equals 0.75  feet 

10  inches    equals 0.83   1/3   feet 

1 1  inches    equals 0.91  2/3   feet 

12  inches    equals 1.0  feet 
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TABLE  I— PRESENT  WORTH 

The  following  table  wiii  be  found  invaluable  in  determining  today's  worth  of 
present  worth  of  an  annually  recurring  saving  or  rental  or  income  of  31  per  year 
value  of  leasehold  estate  to  lessor  calling  for  36000  annually  for  25  years,  money 
value  of  31,  multiplied  by  36000  equals  376,698.00.  If  the  rental  is  payable 
50  periods  at  3%,  which  factor  is  25,730'multiplied  by  33000  equals  377,190.00.  If  the 
making  100  periods  at  1J^%,  which  factor  is  51.6247  multiplied  by  the  quarterly 
between  a  semi-annual  and  an  annual  calculation  is  approximately  3492  or  2-3 
annual  calculation  is  about  3640  or  about  5-6  of  1%.  Note  that  these  calcula- 
worth  of  such  worth  as  of  a  particular  day  should  be  taken,  plus  the  intervening 


Yrs. 

IH% 

1^% 

m% 

2% 

2H% 

2K% 

2H7o 

Yrs. 

1 

.988 

.986 

.983 

.980 

.978 

.976 

.973 

1 

2 

1.963 

1.956 

1.949 

1.942 

1.934 

1.927 

1.920 

2 

3 

2.927 

2.912 

2.898 

2.884 

2.870 

2.856 

2.842 

3 

4 

3.878 

3.854 

3.831 

3.808. 

3.785 

3.762 

3.739 

4 

5 

4.818 

4.783 

4.748 

4.713 

4.679 

4.646 

4.613 

5 

6 

5.756 

5.697 

5.649 

5.601 

5,554 

5 .  508 

5.462 

6 

7 

6.663 

6.598 

6.535 

6.472 

6,410 

6.349 

6.289 

7 

8 

7.568 

7.486 

7,405 

7.325 

7,247 

7.170 

7.094 

8 

9 

8.462 

8.360 

8,260 

8.162 

8.066 

7.971 

7.878 

9 

10 

9.346 

9,222 

9.101 

8.983 

8.866 

8.752 

8.640 

10 

11 

10.218 

10.071 

9.927 

9.787 

9.649 

9.514 

9.382 

11 

12 

11.079 

10.907 

10.740 

10.578 

10.415 

10.258 

10.104 

12 

13 

11.930 

11.731 

11.538 

11.348 

11,164 

10.983 

10.807 

13 

14 

12.771 

12.543 

12.322 

12.106 

11,896 

11.691 

11.491 

14 

15 

13.601 

13.343 

13.093 

12.849 

12,612" 

12.381 

12.157 

15 

16 

14.420 

14.131 

13.850 

13.578 

13,313 

13.055 

12.805 

16 

17 

15.230 

14.908 

14,596 

14.292 

13.998 

13.712 

13.436 

17 

18 

16.030 

15.673 

15,327 

14.992 

14,668 

14.353 

14.049 

18 

19 

16.819 

16.426 

16.046 

15.678 

15,323 

14.979 

14.646 

19 

20 

17.599 

17.169 

16,753 

16.351 

15,964 

15.589 

15.227 

20 

21 

18.370 

17.900 

17,448 

17.011 

16,590 

16.185 

15.793 

21 

22 

19.131 

18.621 

18,130 

17.658 

17.203 

16.765 

16.343 

22 

23 

19.882 

19.331 

18.801 

18.292 

17.803 

17.332 

16.879 

23 

24 

20.624 

20.030 

19.461 

18.914 

18.399 

17.885 

17.401 

24 

25 

21.357 

20.720 

20.109 

19.523 

18.962 

18.424 

17.908 

25 

26 

22.081 

21.399 

20.746 

20.121 

19.523 

18.951 

18.402 

26 

27 

22.796 

22,068 

21.372 

20.707 

20.071 

19.464 

18.883 

27 

28 

23.502 

22.727 

21.987 

21.281 

20.608 

19.965 

19.351 

28 

29 

24.200 

23.376 

22.592 

21.844 

21.132 

20.454 

19.806 

29 

30 

24.889 

24.016 

23.186 

22.396 

21.645 

20.930 

20.249 

30 

31 

25.569 

24.646 

23.770 

22.938 

22.147 

21.395 

20.681 

31 

32 

26.241 

25.267 

24.344 

23.468 

22.638 

21.849 

21.100 

32 

33 

26.905 

25.879 

24.908 

23.989 

23.117 

22.292 

21.509 

33 

34 

27.560 

26,482 

25.462 

24.499 

23.587 

22.724 

21.906 

34 

35 

28.208 

27.076 

26.007 

24.999 

24.046 

23.145 

22.293 

35 

36 

28.847 

27.661 

26.543 

25.489 

24.495 

23.556 

22.670 

36 

37 

29.479 

28.237 

27.069 

25.969 

24.934 

23.957 

23.036 

37 

38 

30.102 

28.805 

27.586 

26.441 

25.363 

24.349 

23.393 

38 

39 

30.718 

29.365 

28.095 

26.903 

25.783 

24.730 

23 . 740 

39 

40 

31.327 

29.916 

28.594 

27.355 

26.193 

25.103 

24.078 

40 

41 

31,928 

30.459 

29.085 

27.799 

26.595 

25.466 

24.407 

41 

42 

32.521 

30.994 

29.568 

28.235 

26.988 

25.821 

24.727 

42 

43 

33.107 

31.521 

30.042 

28.662 

27.372 

26.168 

25.038 

43 

44 

33,686 

32.041 

30.508 

29.080 

27.748 

26.504 

25.341 

44 

45 

34.258 

32.552 

30.966 

29.490 

28.115 

26.833 

25.636 

45 

46 

34.823 

33.056 

31.416 

29.892 

28.474 

27.154 

25.924 

46 

47 

35.381 

33,553 

31.859 

30.287 

28.822 

27.467 

26.203 

47 

48 

35.931 

34,043 

32.294 

30.673 

29.170 

27.773 

26.475 

48 

49 

36.475 

34.525 

32.721 

31.052 

29.506 

28.071 

26.740 

49 

50 

37.013 

35.000 

33.141 

31.424 

29.834 

28.362 

26.998 

SO 
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OF  FUTURE  RENTALS 

any  saving  or  increase  of  income  which  extends  thru  future  years.  It  shows  the 
for  any  number  of  years  at  a  ^iven  rate  of  interest.  For  example,  what  is  the 
being  worth  6%}  See  factor  2.^  periods,  6%,  equals  )?I2,783,  which  equals  the 
semi-annually,  multiply  the  periods,  viz.  25  by  2  and  divide  the  rate  by  2,  making 
rental  is  payable  quarterly,  multiply  the  periods,  viz.  25  by  4  and  divide  the  rate  by  4, 
payment  of  31,500  equals  ?77,437.05.  It  will  be  observed  that  the  difference 
of  1%  in  the  aggregate  amount,  while  the  difference  between  a  quarterly  and  an 
tions  are  for  full  years  commencing  on  the  first  day  of  the  year.  The  present 
interest  and  payment. 


Yrs. 

3% 

3^% 

4% 

4^% 

5% 

sy2% 

6% 

7% 

8% 

Yrs' 

1 

.971 

.966 

.962 

.957 

.952 

.948 

.943 

.935 

.926 

1 

2 

1.913 

1.900 

1.886 

1.873 

1.859 

1.846 

1.833 

1.808 

1.783 

2 

3 

2.829 

2.802 

2.775 

2.749 

2.723 

2.698 

2.673 

2.624 

2.577 

3 

4 

3.717 

3.673 

3.630 

3.588 

3.546 

3.505 

3.465 

3.387 

3.312 

4 

5 

4.580 

4.515 

4.452 

4.390 

4.329 

4.270 

4.212 

4.100 

3.993 

5 

6 

5.417 

5.329 

5.242 

5.158 

5.076 

4.996 

4.917 

4.767 

4.623 

6 

7 

6.230 

6.115 

6.002 

5.893 

5 .  786 

5.683 

5.582 

5.389 

5.206 

7 

8 

7.020 

6.874 

6.733 

6.596 

6.463 

6.335 

6.210 

5.971 

5.747 

8 

9 

7.786 

7.608 

7.435 

7.269 

7.108 

6.952 

6.802 

6.515 

6.247 

9 

10 

8.530 

8.317 

8.111 

7.913 

7.722 

7.538 

7.360 

7.024 

6.710 

10 

11 

9.253 

9.002 

8.760 

8.529 

8.306 

8.093 

7.887 

7.499 

7.139 

11 

12 

9.954 

9.663 

9.385 

9.119 

8.863 

8.619 

8.384 

7.943 

7.536 

12 

13 

10.635 

10.303 

9.986 

9.683 

9.394 

9.117 

8.853 

8.358 

7.904 

13 

14 

1 1 . 296 

10.921 

10.563 

10.223 

9,899 

9.590 

9.295 

8.745 

8.244 

14 

IS 

11.938 

11.517 

11.118 

10.740 

10,380 

10.038 

9.712 

9.108 

8.559 

15 

16 

12.561 

12.094 

11.652 

11.234 

10.838 

10.462 

10.106 

9.447 

8.851 

16 

17 

13.166 

12.651 

12.166 

1 1 . 707 

11.274 

10.865 

10.477 

9.763 

9.122 

17 

18 

13.754 

13.190 

12.659 

12.160 

1 1 . 690 

11.246 

10.828 

10.059 

9.372 

18 

19 

14.324 

13.710 

13.134 

12.593 

12.085 

1 1 . 608 

11.158 

10.336 

9.604 

19 

20 

14.877 

14.212 

13.590 

13.008 

12.462 

11.950 

11.470 

10.594 

9.818 

20 

21 

15.415 

14.698 

14.029 

13.405 

12.821 

12.275 

11.764 

10.836 

10.017 

21 

22 

15.937 

15.167 

14.451 

13.784 

13.163 

12.583 

12.042 

11.061 

10.201 

22 

23 

16.444 

15.620 

14.857 

14.148 

13.489 

12.875 

12.303 

11.272 

10.371 

23 

24 

16.936 

16,058 

15.247 

14.495 

13.799 

13.152 

12.550 

11.469 

10.529 

24 

25 

17.413 

16.482 

15.622 

14.828 

14.094 

13.414 

12.783 

11.654 

10.675 

25 

26 

17.877 

16.890 

15.983 

15.147 

14.375 

13.663 

13.003 

11.826 

10.810 

26 

27 

18.327 

17.285 

16.330 

15.451 

14.643 

13.898 

13.211 

11.987 

10.935 

27 

28 

18.764 

17.667 

16.663 

15.743 

14.898 

14.121 

13.406 

12.137 

11.051 

28 

29 

19.188 

18.036 

16.984 

16.022 

15.141 

14.333 

13.591 

12.278 

11.158 

29 

30 

19.600 

18.392 

17.292 

16.289 

15.372 

14.534 

13.765 

12.409 

11.258 

30 

31 

20.000 

18.736 

17.588 

16.544 

15.593 

14.724 

13.929 

12.532 

11.350 

31 

32 

20.389 

19.069 

17.874 

16.789 

15.803 

14.904 

14.084 

12.647 

11.435 

32 

33 

20.766 

19.390 

18.148 

17.023 

16,003 

15.075 

14.230 

12.754 

11.514 

33 

34 

21.132 

19.701 

18.411 

17.247 

16,193 

15.237 

14,368 

12.854 

11.587 

34 

35 

21.487 

20.001 

18.665 

17.461 

16.374 

15.391 

14,498 

12.948 

11.655 

35 

36 

21.832 

20.290 

18.908 

17.666 

16.547 

15.536 

14.621 

13.035 

11.717 

36 

37 

22.167 

20.571 

19.143 

17.862 

16.711 

15.674 

14.737 

13.117 

11.775 

37 

38 

22.492 

20.841 

19.368 

18.050 

16.868 

15.805 

14.846 

13.193 

11.829 

38 

39 

22.808 

21.103 

19.584 

18.230 

17.017 

15.929 

14.949 

13.265 

11.879 

39 

40 

23.115 

21.355 

19.793 

18.402 

17.159 

16.046 

15.046 

13.332 

11.925 

40 

41 

23.412 

21.599 

19.993 

18.566 

17,294 

16.157 

15.138 

13.394 

11.967 

41 

42 

23.701 

21.835 

20.186 

18.724 

17.423 

16.263 

15.225 

13.452 

12.007 

42 

43 

23.982 

22.063 

20.371 

18.874 

17.546 

16.363 

15.306 

13.507 

12.043 

43 

44 

24.254 

22.283 

20.549 

19.018 

17.663 

16.458 

15.383 

13.558 

12.077 

44 

45 

24.519 

22.495 

20.720 

19.156 

17.774 

16.548 

15.456 

13.606 

12.108 

45 

46 

24.775 

22.701 

20.885 

19.288 

17.880 

16.633 

15.524 

13.650 

12.137 

46 

47 

25.025 

22.899 

21.043 

19.415 

17.981 

16.714 

15.589 

13.692 

12.164 

47 

48 

25.267 

23.091 

21.195 

19,536 

18.077 

16.790 

15.650 

13.730 

12.189 

48 

49 

25.502 

23.277 

21.341 

19.651 

18.169 

16.863 

15.708 

13.677 

12.212 

49 

50 

25.730 

23.456 

21.482 

19.762 

18.256 

16.932 

15.762 

13.801 

12.233 

SO 
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TABLE  I— PRESENT  WORTH  OF 


Yrs. 

1M% 

VA% 

m7c 

2% 

2H7c 

2^% 

2H% 

Yrs. 

51 

37.544 

35.468 

33.554 

31.788 

30.156 

28.646 

27.248 

51 

52 

38.068 

35.929 

33.960 

32.145 

30.470 

28.923 

27.492 

52 

53 

38.585 

36.383 

34.358 

32.495 

30.778 

29.193 

27.729 

53 

54 

39.097 

36.830 

34.750 

32.838 

31.078 

29.457 

27.960 

54 

55 

39.602 

37.271 

35.135 

33.175 

31.373 

29.714 

28.185 

55 

56 

40.100 

37.706 

35.514 

33.505 

31.660 

29.965 

28.404 

56 

57 

40.593 

38.134 

35.886 

33.828 

31.942 

30.210 

28.617 

57 

58 

41.079 

38.555 

36.252 

34.145 

32.217 

30.448 

28.824 

58 

59 

41.560 

38.971 

36.611 

34.456 

32.486 

30.681 

29.026 

59 

60 

42.035 

39.380 

36.964 

34.761 

32.749 

30.909 

29.223 

60 

61 

42.503 

39.783 

37.311 

35.060 

33.006 

31.130 

29.414 

61 

62 

42.966 

40.181 

37.652 

35.353 

33.258 

31.347 

29.600 

62 

63 

43.423 

40.572 

37.987 

35.640 

33.504 

31.558 

29.781 

63 

64 

43.875 

40.958 

38.317 

35.921 

33.745 

31.764 

29.957 

64 

65 

44.321 

41.338 

38.641 

36.197 

33.980 

31.965 

30.128 

65 

66 

44.761 

41.712 

38.959 

36.468 

34.211 

32.161 

30.295 

66 

67 

45.196 

42.081 

39.272 

36.733 

34.436 

32.352 

30.458 

67 

68 

45.626 

42.444 

39.579 

36.994 

34.656 

32.538 

30.616 

68 

69 

46.051 

42.802 

39.881 

37.249 

34.871 

32.720 

30.770 

69 

70 

46.470 

43.155 

40.178 

37.499 

35.082 

32.898 

30.919 

70 

71 

46.884 

43.502 

40.470 

37.744 

35.288 

33.071 

31.065 

71 

72 

47.292 

43.845 

40.756 

37.984 

35.490 

33.240 

31.207 

72 

73 

47.696 

44.182 

41.038 

38.220 

35.687 

33.405 

31.345 

73 

74 

48.095 

44.514 

41.315 

38.451 

35.879 

33.566 

31.479 

74 

75 

48.489 

44.842 

41.587 

38.677 

36.068 

33.723 

31.610 

75 

76 

48.878 

45.164 

41.855 

38.899 

36.252 

33.876 

31.737 

76 

77 

49.262 

45.482 

42.118 

39.117 

36.432 

34.025 

31.861 

77 

78 

49.642 

45.795 

42.376 

39.330 

36.609 

34.171 

31.981 

78 

79 

50.016 

46.103 

42.630 

39.539 

36.781 

34.313 

32.099 

79 

80 

50.387 

46.407 

42.880 

39.744 

36.950 

34.452 

32.213 

80 

81 

50.752 

46.707 

43.125 

39.946 

37.115 

34.587 

32.324 

81 

82 

51.113 

47.002 

43.366 

40.143 

37.276 

34.719 

32.432 

82 

83 

51.470 

47.292 

43 . 603 

40.336 

37.434 

34.848 

32.537 

83 

84 

51.822 

47.579 

43.836 

40.525 

37.588 

34.974 

32.640 

84 

85 

52.170 

47.861 

44.065 

40.711 

37.739 

35.096 

32.740 

85 

86 

52.514 

48.139 

44.290 

40.893 

37.886 

35.216 

32.836 

86 

87 

52.853 

48.412 

44.511 

41.072 

38.031 

35.332 

32.931 

87 

88 

53.188 

48.682 

44.728 

41.247 

38.172 

35.446 

33.023 

88 

89 

53.519 

48.948 

44.942 

41.419 

38.310 

35.557 

33.112 

89 

90 

53 . 846 

49.210 

45.152 

41.587 

38.445 

35.666 

33.199 

90 

91 

54.169 

49.468 

45.358 

41.752 

38.577 

35.771 

33.284 

91 

92 

54.488 

49.722 

45.560 

41.914 

38.706 

35.875 

33.366 

92 

93 

54.803 

49.972 

45 . 760 

42.072 

38.832 

35.975 

33.345 

93 

94 

55.114 

.50.219 

45.955 

42.228 

38.956 

36.073 

33.525 

94 

95 

55.421 

50.462 

46.148 

42.380 

39.077 

36.169 

33.601 

95 

96 

55.725 

50.702 

46.337 

42.529 

39.195 

36.263 

33.674 

96 

97 

56.024 

50.938 

46.523 

42.676 

39.310 

36.354 

33.756 

97 

98 

56.320 

51.170 

46.705 

42.819 

39.423 

36.443 

33.816 

98 

99 

56.613 

51.399 

46.885 

42.960 

39.534 

36.529 

33.885 

99 

100 

56.901 

51.625 

47.061 

43.098 

39.642 

36.614 

33.951 

100 
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FUTURE  RENTALS     Continued 


3% 


3M% 


4% 


4H% 


5% 


53^% 


6% 


7% 


8% 


51 

52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 


25.951 
26.166 
26.375 
26.578 
26.774 
26.965 
27.151 
27.331 
27.506 
27.676 
27.840 
28.000 
28.156 
28.306 
28.453 
28.595 

28.867 
28.997 
29.123 
29.246 
29.365 
29.481 
29.592 
29.702 
29.807 
29.910 
30.010 
30.107 
30.201 
30.292 
30.381 
30.466 
30.550 
30.631 
30.710 
30.786 
30.861 
30.933 
31.002 
31.070 
31.136 
31.200 
31.263 
31.323 
31.381 
31.438 
31.494 
31.547 
31.599 


629 
796 
957 
113 
264 
410 
550 
686 
818 
945 
067 
186 
300 
411 
518 
621 
721 
817 
910 
000 
087 
171 
253 
331 
407 
480 
551 
619 
685 
749 
810 
870 
927 
983 
037 
089 
139 
187 
234 
279 
323 
365 
406 
445 
484 
520 
556 
590 
623 
655 


,617 
,748 
,873 
,993 
109 
220 
,327 
430 
528 
623 
,715 
803 
,887 
,969 
047 
122 
194 
264 
330 
395 
456 
516 
573 
628 
680 
731 
780 
827 
872 
915 
957 
997 
035 
072 
109 
142 
175 
207 
237 
267 
295 
322 
348 
373 
398 
420 
443 
464 
485 
505 


868 
969 
066 
159 
248 
ill 
414 
492 
567 
638 
706 
772 
834 
894 
951 
006 
058 
108 
156 
202 
246 
288 
328 
367 
404 
439 
473 
505 
536 
565 
593 
620 
646 
671 
895 
717 
739 
760 
780 
799 
817 
834 
852 
867 
883 
897 
911 
924 
937 
950 


339 
418 
493 
565 
633 
699 
761 
820 
876 
929 
980 
029 
075 
119 
161 
201 
239 
275 
310 
343 
374 
404 
432 
459 
485 
509 
Sill 
555 
576 
596 
615 
634 
651 
667 
684 
698 
713 
726 
739 
752 
764 
775 
786 
796 
806 
815 
823 
832 
840 
848 


997 
058 
117 

173 
225 
275 
332 
367 
410 
450 
488 
524 
SS>i 
591 
622 
651 
679 
705 
730 
753 
776 
797 
817 
836 
854 
871 
887 
903 
917 
931 
944 
956 
968 
979 
990 
001 
010 
019 
027 
035 
043 
051 
058 
064 
069 
075 
081 
086 
091 
096 


813 
861 
907 
950 
991 
029 
065 
099 
131 
161 
190 
217 
242 
266 
289 
310 
331 
350 
368 
385 
401 
416 
430 
443 
456 
468 
479 
490 
500 
509 
518 
526 
534 
542 
549 
555 
562 
568 
573 
579 
584 
588 
593 
597 
601 
605 
608 
611 
614 
618 


832 
862 
890 
916 
940 
963 
984 
003 
022 
039 
055 
070 
084 
098 
110 
121 
132 
142 
152 
160 
169 
176 
183 
190 
196 
202 
208 
213 
218 
222 
224 
228 
232 
235 
238 
241 
244 
247 
250 
253 
255 
257 
259 
261 
263 
264 
265 
266 
267 
269 


.253 
272 
288 
304 
319 
.332 
344 
356 
367 
.377 
386 
394 
402 
409 
416 
422 
428 
433 
.438 
443 
447 
451 
455 
458 
461 
464 
467 
469 
471 
474 
476 
477 
478 
480 
482 
483 
484 
485 
486 
488 
488 
489 
490 
491 
492 
492 
493 
493 
493 
494 


51 

52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
C6 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
^7 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 
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TABLE  II— COMPOUND  INTEREST 

The  following  compound  interest  table  showing  the  present  worth 
of  a  dollar  payable  hereafter  will  be  found  useful  in  determining  the  worth 
of  interests,  arising  under  long  term  leases.  For  example,  what  is  the 
value  of  $5000  rent  payable  ten  years  hereafter,  money  being  worth  6  per 
cent  payable  annually?  The  factor  at  6  per  cent  for  ten  years  of  one 
dollar  is  $.558395,  which  multiplied  by  $5000  equals  $2791.97.  This  table 
may  also  be  used  when  interest  is  compounded  semi-annually  by  doubling 
the  period  and  dividing  the  rate  by  two.  Thus,  to  find  the  factor  for  20 
years  at  6  per  cent  compounded  semi-annually,  use  factor  $.306557  (fac- 
tor for  40  years  at  3  per  cent). 

PRESENT  WORTH  OF  $1  FOR  ANY  TIME  FROM  1  TO 

100  YEARS  AT 


Years 

1% 

1^% 

1H,% 

2% 

2^2% 

3% 

1 

.990099 

.987654 

.985222 

.980392 

.975610 

.970874 

2 

.980296 

.975461 

.970662 

.961169 

.951814 

.942596 

3 

.970590 

.963418 

.956317 

.942322 

.928599 

.915142 

4 

.960980 

.951524 

.942184 

.923845 

.905951 

.888487 

5 

.951466 

.939777 

.928260 

.905731 

.883854 

.862609 

6 

.942045 

.928175 

.914542 

.887971 

.862297 

.837484 

7 

.932718 

.916716 

.901027 

.870560 

.841265 

.813092 

8 

.923483 

.905398 

.887711 

.853490 

.820747 

.789409 

9 

.914340 

.894221 

.874592 

.836755 

.800728 

.769417 

10 

.905287 

.883181 

.861667 

.820348 

.781198 

.744094 

11 

.896324 

.872277 

.848933 

.804263 

.762145 

.722421 

12 

.887449 

.861509 

.836387 

.788493 

.743556 

.701380 

13 

.878663 

.850873 

.824027 

.773033 

.725420 

.680951 

14 

.869963 

.840368 

.811849 

.757875 

.707727 

.661118 

15 

.861349 

.829993 

.799852 

.743015 

.690466 

.641862 

16 

.852821 

.819746 

.788031 

.728446 

.673625 

.623167 

17 

.844377 

.809626 

.776385 

.714163 

.657195 

.605016 

18 

.836017 

.799631 

.764912 

.700159 

.641166 

.587395 

19 

.827740 

.789759 

.753607 

.686431 

.625528 

.570286 

20 

.819544 

.780009 

.742470 

.672971 

.610271 

.533676 

21 

.811430 

.770379 

.731498 

.659776 

.595386 

.537149 

22 

.803396 

.760868 

.720688 

.646839 

.580865 

.521893 

23 

.795442 

.751475 

.710037 

.644156 

.566697 

.506692 

24 

.787566 

.742197 

.699544 

.621721 

.552875 

.491934 

25 

.779768 

.733034 

.689206 

.609531 

.539391 

.477606 

26 

.772048 

.723984 

.679021 

.597579 

.526235 

.463695 

27 

.764404 

.715046 

.668986 

.585862 

.513400 

.450189 

28 

.756836 

.706219 

.659099 

.574375 

.500878 

.437077 

29 

.749342 

.697500 

.649359 

.563112 

.488661 

.424346 

30 

.741923 

.688889 

.639762 

.552071 

.476743 

.411987 

31 

.734577 

.680384 

.630308 

.541246 

.465115 

.399987 

32 

.727304 

.671984 

.620993 

.530633 

.453771 

.388337 

33 

.720103 

.663688 

.611816 

.520229 

.442703 

.377026 

34 

.712973 

.665494 

.602774 

.510028 

.431905 

.366045 

35 

.705914 

.647402 

.593866 

.500028 

.421371 

.355383 

36 

.698925 

.639409 

.585090 

.490223 

.411094 

.345032 

37 

.692005 

.631515 

.576443 

.480611 

.401067 

.334983 

38 

.685153 

.623719 

.567924 

.471187 

.391285 

.325226 

39 

.678370 

.616019 

.559531 

.461948 

.381741 

.315754 

40 

.671653 

.608413 

.551262 

.452890 

.372431 

.306557 

41 

.665003 

.600902 

.543116 

.444010 

.363347 

.297628 

42 

.658419 

.593484 

.535089 

.435304 

.354485 

.288959 

43 

.651900 

.586157 

.527182 

.42(»7o'; 

.345839 

.280543 

44 

.645445 

.578920 

.519391 

.418401 

.337404 

.272372 

45 

.039055 

.571773 

.511715 

.410147 

.329174 

.264439 
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TABLE  II   (Continued) 


Years 


1% 


\Va% 


\V2% 


2% 


2K% 


3% 


46 

.bM72'i 

.504714 

.504153 

.402154 

.321140 

.256737 

47 

.()2b463 

.S-:^77A1 

.496702 

.394208 

.313313 

.249259 

48 

.620200 

.550856 

.489362 

.386538 

..505671 

.241999 

49 

.614114 

.544050 

.482130 

.378958 

.298216 

.234950 

50 

.608039 

.s?,7?,:-,^ 

.475005 

.371518 

.290942 

.228107 

51 

.602019 

.530705 

.407985 

.304243 

.283840 

.221463 

52 

.596058 

.524153 

.461069 

.357101 

.276923 

.215013 

53 

.590156 

.517082 

.454255 

.350099 

.270169 

.208750 

54 

.584313 

.511291 

.447542 

.343234 

.203579 

.202670 

55 

.578528 

.50497^) 

.440928 

.330504 

.257151 

.196767 

56 

.572800 

.498745 

.434412 

.329906 

.250879 

.191036 

57 

.507189 

.492587 

.427992 

.?,2iA?,7 

.244760 

.185472 

58 

.561514 

.48o50() 

.421007 

.317095 

.238790 

.180069 

59 

.555954 

.480500 

.41-5435 

.310878 

.232960 

.174825 

60 

.550450 

.474508 

.409290 

.304782 

.227284 

.109733 

61 

.545000 

.408709 

.4(13247 

.298800 

.221740 

.164789 

62 

.539004 

.402922 

^^71S>^ 

.292947 

.216332 

.159990 

63 

.534201 

.457207 

.391417 

.287203 

.211055 

.153330 

64 

.528971 

.451503 

.385032 

.281572 

.205908 

.150806 

65 

::^l->7?>-\ 

.445988 

.379933 

.276051 

.200880 

.140413 

66 

.518548 

.440482 

.374318 

.270638 

.195986 

.142149 

67 

.513414 

.435044 

.308787 

.265331 

.191200 

.138009 

68 

.508331 

.429673 

Mii:^7 

.260129 

.180542 

.133989 

69 

.503298 

.424308 

.357967 

.255028 

.181992 

.130080 

70 

.498315 

.419129 

.352677 

.250028 

.177554 

.120290 

71 

.493381 

.413955 

.347465 

.245125 

.172,222, 

.122019 

12 

.488496 

.408^4 

.342330 

.240319 

.108998 

.119047 

72, 

.483659 

.403797 

.ii727\ 

.235607 

.164876 

.115580 

74 

.478871 

.398811 

.?,2,22%7 

.230987 

.160855 

.112214 

75 

.474129 

.393888 

.327376 

.226458 

.156931 

.108945 

76 

.469435 

.389025 

.322538 

.222017 

.153104 

.105772 

77 

.464787 

.384222 

.317771 

.217604 

.149370 

.102091 

78 

.460185 

.379479 

.313075 

.213390 

.145726 

.099700 

79 

.455629 

.374794 

.308449 

.209212 

.142172 

.0^6796 

80 

.451118 

.370167 

.303890 

.205110 

.1.58705 

.093977 

81 

.446651 

.365597 

.299399 

.201088 

.\2':^222 

.091240 

82 

.442229 

.301083 

.294975 

.197145 

.132021 

.088582 

83 

.437851 

.356025 

.290615 

.193879 

.128801 

.086002 

84 

.433515 

.352223 

.286321 

.189490 

.125659 

.083497 

85 

.429223 

.347874 

.282089 

.185774 

.122595 

.081065 

86 

.424974 

.343580 

.277920 

.182132 

.119605 

.078704 

87 

.420766 

.339338 

.273813 

.178500 

.116687 

.076412 

88 

.416600 

.335148 

.269767 

.175059 

.113841 

.074186 

89 

.412475 

.331011 

.265780 

.171627 

.111065 

.072026 

90 

.408391 

.320924 

.261852 

.168261 

.108350 

.009928 

91 

.404348 

.322888 

.257982 

.164962 

.105713 

.007891 

92 

.400344 

.318902 

.254170 

.161728 

.103135 

.005914 

93 

.396380 

.314905 

.250414 

.158556 

.100019 

.063994 

94 

.392456 

.311076 

.246713 

.155448 

.098165 

.062130 

95 

.388570 

.307236 

.243067 

.152400 

.095771 

.000320 

96 

.384723 

.303443 

.239475 

.149411 

.093435 

.058563 

97 

.381914 

.299697 

.23593() 

.146482 

.091156 

.050858 

98 

.377142 

.295997 

.232449 

.143609 

.088933 

.055202 

99 

.373408 

.292342 

.229014 

.140794 

.0867o4 

.053594 

100 

.369711 

.288733 

.225629 

.138033 

.084647 

.052033 
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TABLE  II   (Continued) 


Years 

4% 

5% 

6% 

7% 

8% 

1 

.961538 

.952381 

.943396 

.934579 

.925925 

2 

.924556 

.907029 

.889996 

.873438 

.857338 

3 

.888996 

.863838 

.839619 

.816297 

-  .793832 

4 

.854804 

.822702 

.7920Q4 

.762895 

.735029 

5 

.821927 

.783526 

.747258 

.712980 

.680582 

6 

.790315 

.746215 

.704901 

.006342 

.630169 

7 

.759918 

.710681 

.665057 

.022749 

.583490 

8 

.730690 

.676839 

.627412 

.582008 

.540268 

9 

.702587 

.644609 

.591898 

.543933 

.500248 

10 

.675564 

.613913 

.558395 

.508349 

.463193 

11 

.649581 

.584679 

.526788 

.475092 

.428882 

12 

.624597 

.556837 

.490909 

.444011 

.397113 

13 

.600574 

.530321 

.-108839 

.414904 

.367697 

14 

.577475 

.505068 

.442301 

.387817 

.340460 

IS 

.555265 

.481017 

.417205 

.362445 

.315241 

16 

.533908 

.458112 

.393646 

.338734 

.291890 

17 

.513373 

.426297 

.371304 

.316574 

.270268 

18 

.493628 

.415521 

.350344 

.295863 

.250248 

19 

.474642 

.395734 

.330513 

■  .276508 

.231711 

20 

.456387 

.376889 

.311805 

.258418 

.214547 

21 

.438834 

.358942 

.294155 

.241512 

.198655 

22 

.421955 

.341850 

.277505 

.225712 

.183940 

23 

.405726 

.325571 

.261797 

.210946 

.170314 

24 

.390121 

.310068 

.246979 

.197146 

.157699 

25 

.375117 

.295303 

.232999 

.184249 

.146017 

26 

.360689 

.281241 

.219810 

.172195 

.135201 

27 

.346817 

.267848 

.207368 

.160930 

.125186 

28 

.ZZ2>M1 

.255094 

.195630 

.150402 

.115913 

29 

.320651 

.242946 

.184557 

.140562 

.107327 

30 

.308319 

22>\ni 

.174110 

.131366 

.099377 

31 

.296460 

.220360 

.104255 

.Mini 

.092015 

32 

.285058 

.209866 

.154957 

.114740 

.085199 

33 

.274094 

.199873 

.140180 

.107234 

.078888 

34 

.263552 

.190355 

.137912 

.100219 

.073045 

35 

.253615 

.181290 

.130105 

.093662 

.067634 

36 

.243669 

.172657 

.122741 

.087535 

.062624 

2,1 

.234297 

.164436 

.115793 

.081808 

.057985 

38 

.225235 

.150605 

.109239 

.076456 

.053690 

39 

.216621 

.149148 

.103050 

.071454 

.049713 

40 

.208289 

.142046 

.097222 

.0()6780 

.046030 

41 

.200278 

.135282 

.091719 

.062411 

.042621 

42 

.192575 

.128840 

.08()527 

.058328 

.039463 

43 

.185168 

.122704 

,()81()30 

.054512 

.036540 

44 

.178046 

.116861 

.077009 

.050946 

.033833 

45 

.171198 

.111297 

.072650 

.047613 

.031327 
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TABLE  II   (Continued) 


Years 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 

71 

n 

7Z 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 


47c 

.164614 

.15828.1 

.1521<)5 

.146341 

.14071.3 

.135301 

.130097 

.125093 

.120282 

.115656 

.111207 

.106930 

.102817 

.098863 

.095060 

.091414 

.087889 

.084508 

.081258 

.078133 

.075128 

.072238 

.069460 

.066788 

.064219 

.061749 

.059374 

.057091 

.054895 

.052784 

.050754 

.048801 

.046924 

.045120 

.043384 

.041716 

.040111 

.038569 

.037085 

.035659 

.034287 

.032969 

.031701 

.030481 

.029309 

.028102 

.027098 

.026056 

.025053 

.024090 

.023163 

.022272 

.021416 

.020592 

.019800 


5% 

.105997 

.100949 

.09h942 

.091 5M 

.087204 

.08.3051 

.()7909() 

.075330 

.071743 

.068326 

.065073 

.061974 

.059023 

.056212 

.053536 

.050986 

.048558 

.046246 

.044044 

.041946 

.039949 

.038047 

.036225 

.034509 

.032866 

.031301 

.029811 

.028391 

.027039 

.025752 

.024225 

.02:^y:s7 

.022245 

.021186 

.020177 

.019216 

.018.301 

.0174.30 

.016600 

.015809 

.015056 

.014339 

.013657 

.01.3006 

.012387 

.011797 

.011235 

.010700 

.010190 

.009705 

.009243 

.008803 

.008384 

.007985 

.007604 


6% 

.068538 

.064658 

.(100998 

.057540 

.054288 

.051215 

.048316 

.045581 

.043001 

.040567 

.038270 

.036104 

.034061 

.032133 

.030314 

.028598 

.026979 

.025452 

.024011 

.022652 

.021370 

.020160 

.019019 

.017942 

.016927 

.015969 

.015065 

.014212 

.013407 

.012649 

.011933 

.011257 

.010620 

.010019 

.009452 

.008917 

.008412 

.007936 

.007486 

.007063 

.006663 

.006286 

.005930 

.005594 

.00.5277 

.004979 

.004697 

.004431 

.004180 

.003944 

.003720 

.003510 

.003311 

.003124 

.002947 


7% 

.044498 

.041587 

.038866 

.036324 

.033947 

.031726 

.029651 

.027711 

.025898 

.024204 

.022620 

.021140 

.019757 

.018465 

.017257 

.016128 

.015073 

.014087 

.013165 

.012304 

.011499 

.010746 

.010043 

.009386 

.008772 

.008198 

.007662 

.007161 

.006692 

.006254 

.005845 

.005463 

.005105 

.004771 

.004459 

.004167 

.003895 

.003640 

.003402 

.003179 

.002971 

.002777 

.002595 

.002425 

.002267 

.002118 

.001980 

.001850 

.001729 

.001616 

.001510 

.001411 

.(H)  131 9 

.001233 

.001152 


8% 

.029007 

.026858 

.024868 

.02,3026 

.021321 

.019741 

.018279 

.016925 

.015671 

.014510 

.013435 

.012440 

.011519 

.010665 

.009875 

.009144 

.008466 

.007839 

.007259 

.006721 

.006223 

.005762 

.005335 

.004940 

.004574 

.004235 

.003921 

.003631 

.003362 

.003113 

.002882 

.002669 

.002471 

.002288 

.002118 

.001961 

.001816 

.001681 

.001557 

.001442 

.001335 

.001236 

.001144 

.001059 

.000981 

.000908 

.000841 

.000779 

.000721 

.000667 

.000618 

.000572 

.000530 

.000490 

.000454 


420    PT^INCIPLES  OF  REAL  ESTATE  APPRAISING 


COMPARISON  OF  DEPTH  TABLE 


{Copied  from  "City  Growth  and  J'aluf 
F.  Bingham"', 


b\'  Slan/rv  I..  McMichael  and  Robert 


This  table  has  been  compiled  for  comparison,  showing  the  relative  values  oj  lots  of  varying  depths  in 
business  districts.  All  but  two  of  these  tables  consider  the  standard  lot  to  be  100  feet  deep  in  a  business 
district.  The  Lindsey-Bernard  rule  and  the  Pleydell  rule  consider  the  standard  to  be  150 /?<•/.  Lots  of 
less  depth  than  the  standard  of  \00  feet  are  graded  in  value  less  according  to  the  percentage  indicated  in 
the  table,  and  lots  in  excess  nf  the  standard  are  graded  in  value  higher  according  to  the  percentage  indi- 
cated. 
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83,60 

88,76 
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91 
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87.75 

90 

96.17 
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94 

95 

84.2 

95,6 

92.2 
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95.6 

91.90 

94.55 

95 

98.1 
100. 

98 

97 

86.2 

97.85 

98 

97. 

97,85 

95,95 
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100. 

100 

100 

88 

100. 

100. 

100 

100. 

100. 

100. 

100, 

100. 

105 

101.89 
103.76 

89.6 

102.08 

102 

103. 

102.08 

103.95 

110 

104 

91.1 

104 

108 

103 

105 

106 

104 

107.90 

105  2 

115 

105.585 
107. 35 

92.5 

105.78 
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108.7 
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111. 75 

120 
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93.8 

107.5 

116 
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109.  S 

111.2 

107.5 

115.6 

110  2 
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109 
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95 

109.05 

119.3 
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112.6 

113,7 

109.05 

119.35 

112.56 
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110.5 

110 

116.2 

110  5 

123.10 
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111.8 

126.75 
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113.8 
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98.2 

113 

131.0 
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118.2 

121.2 

113 

130.40 

\4^ 

115  4 
117 

99.2 

114.05 
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123.7 

114.05 

133.95 
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118 
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100 

115 

137.5 

115 

122.4 
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137.50 

123.73 

155 

118.4 

116 

128.7 

115,95 

140.95 

160 

119.8 

124 

145.0 

117 

126.4 

131.2 

116.8 

144.40 



165 

121.2 

118 

133.7 

117.64 

147.75 

170 

122.6 

127 

118 

136.2 

118.4 

151.10 
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124.0 

122 

103 

119.14 

154.5 
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132.3 

138.7 

119.14 

154.35 

131   44 
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158.0 
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134.2 

141.2 

119.8 

157.60 
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126.4 
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143.2 

120.43 
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127.6 
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163.90 
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147.2 
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422     PRINCIPLES  OF  REAL  ESTATE  APPRAISING 

COMPARISON  TABLE  OF  DEPTH  PERCENTAGE  FOR 
VALUING  RESIDENTIAL  LOTS 

These  tables  are  for  use  in  computing  the  comparative  values  of 
lots  of  varying  depths  in  residential  districts.  The  Newark  rule 
assumes  a  lot  to  be  of  standard  depth  when  it  is  100  feet  deep.  The 
four  other  rules  assume  the  standard  depth  to  be  120  feet  deep.  Lots 
of  less  depth  than  the  standard  for  each  table  are  graded  in  value  less 
according  to  the  percentage  indicated  in  the  table  and  lots  in  excess 
of  the  standard  are  graded  in  value  higher  according  to  the  percentages 
indicated. 

For  example:  Assume  a  unit  value  of  3100  a  foot — the  lot  hav- 
ing a  depth  of  100  feet.  According  to  the  five  rules  the  value  per  foci 
would  he  as  follows: 


RULE 

PERCENTAGE 

VALUE  PER  FOOT 

Newark 

100 

3100 

Milwaukee 

92 

92 

Janssens 

88 

88 

Kings 

91.4 

91.4 

Leenhouts 

88 

88 

If  the  lot  were   120  feet  deep,  the  values  would  be — assum- 
ing a  unit  value  of  3100  a  foot: 

Newark  108  3108 

Milwaukee  100  100 

Janssens  100  100 

Kings  100  100 

Leenhouts  100  100 

Newark  Rule  from  Assessors  Manual  of  Jersey  City,  N.  J. 

Milwaukee,    Janssens    and    Kings    Curve    from    "The    Valuation    of   Urban 
Realty  for  the  Purposes  of  Taxation"  by  Willford  Isbell  King. 

Leenhouts  Rule  from  "Manual  for  Appraising  Real  Estate  and  Buildings" 
by  George  W.  Close. 
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Depth  of 

Newark 

Milwaukee 

Janssens 

Kings 

Leenhouts 

Lot  in  Feet 

Rule 

Rule 

Curve 

Curve 

Rule 

5 

9 

6 

10 

15 

17 

12 

12 

15 

24 

18 

17 

20 

30 

30 

24 

23 

25 

35 

30 

28 

30 

45 

40 

35 

33 

35 

37 

40 

55 

50 

45 

45.4 

42 

45 

55 

49 

51.7 

47 

50 

65 

60 

52 

57.3 

51 

55 

64 

56 

62.3 

55 

60 

74 

67 

59 

66.8 

59 

65 

71 

64 

70.9 

63 

70 

83 

75 

68 

74.6 

67 

75 

78 

71 

78.0 

71 

80 

91 

81 

75 

81.1 

75 

85 

84 

78 

83.9 

78 

90 

96 

87 

82 

86.5 

82 

95 

90 

85 

89.0 

85 

100 

100 

92 

88 

91.4 

88 

105 

95 

91 

93.7 

92 

110 

104 

97 

94 

95.9 

95 

115 

98 

97 

98.0 

98 

120 

108 

100 

100 

100.0 

100 

125 

101 

102 

101.9 

102 

130 

112 

102 

104 

103.7 

103 

135 

103 

106 

105.5 

105 

140 

116 

104 

108 

107.2 

107 

145 

104 

110 

108.9 

108 

150 

120 

105 

112 

110.5 

109 

155 

105 

113.5 

112.1 

111 

160 

124 

105 

115 

112 

165 

106 

116.5 

113 

170 

127 

106 

118 

114 

175 

107 

119.5 

115 

180 

129 

107 

121 

116 

185 

108 

122.5 

117 

190 

131 

109 

124 

118 

195 

110 

125.5 

118 

200 

133 

110 

127.5 

119 

424     PRINCIPLES  OF  REAL  ESTATE  APPRAISING 

BUILDING  DESCRIPTION  RECORD 

Taxing  District Map Page 

Owner 

Number St. 

Kind  of  Building 

Base           Add  or  Deduct       Actual 
Factor        for  Area  Factor 

Schedule Class 


Stories 


D 


imensions 


X. 
X. 


Area 


Actual 
Factor 


Additions  or  Deductions  for: 

Basement 

Siding 

Tile  Roofing 

Dormers 

Bays 

Outside  Chimney 

Porches 

Plaster 

Tile  Floors 

Cabinets 

Mantels 

Plumbing 

'    Heating 

Total  Addition  or  Reduction. 


Add 


De- 
duct 


REPRODUCTION  VALUE 

Age  vrs.  Depreciation  %  zz 

NET  VALUE 

Garage  Value 

TOTAL  BLDG.  VALUE 


Totals 


Remarks. 


Original  Record 

File  No 

Year 


Appraised 192 

By 


IM<INCIl'LJ<:S  OF  REAL  ESTATE  APPKAISIN(;     425 
LAND  CALCULATION  RECORD 


Taxing  District 

Oist 

Book  No 


Car.l    No. 


M.P 


Block 
I-iiic 


Listed  for  taxes  in  name  of 


192 

Subd Orig.  Lot. 

Sub  Lot 


Feet  Front Street 


Depth 

Acres. 

House  No. 

Assessments 

I';2 

192 

192 

Land                                 .     . 

BldKs 

Instructions:  Sketch  odd  shaped  lots.  Use  square  for  others.  Always  place  north  end 
of  lot  toward  top  of  card.  Show  unit  values  outside  and  lot  measurements  Inside  lot 
lines.     Indicate  corner  influence  and  alley  widths. 


Keet 
Front 

Feet 
Deep 

%of 

Actual 

Unit 

%  for 
Tri- 
angle 

%of 

C.  I. 

Less  Than 

J200 

Actual 
Unit 

Totals 

Written  by Valued  l>y . 


Clucked  by. 
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BUILDING  DESCRIPTION 


Examined ,  192. 


By 


Number • .  ■  •  Street 

Single  House         Two-Family  House         Double  House         Duplex  House 

Suite  Terrace  Suite  Apartment  Store  in  building,  addition 

Office,  Bank,  Theatre,  Store,  Hotel,  Warehouse,  Factory,  Mill,  Foundry,  Commercial 
Garage,  Shed 

MATERIAL— Shingles— Siding,  lap,  drop,  wide. 
Piaster — On  frame,  on  masonry. 
Brick — Solid,  veneer,  press,  common. 
Cement  block,  stone,  metal,  terra  cotta 


FLOORS — Joist.      Mill  construction,  fireproof. 

FOUNDATION — Brick,  stone,  cement  block,  concrete,  tile,  piers. 

ROOF — Gable,  hip,  flat,  gambrel,  mansard.      Number  gables,  dormers.      Slate,  wood  shingle,  tile, 
gravel,  paper,  asbestos,  asphalt  shingle,  metal. 

CORNICE — Wood,  metal,  stone,  T.  C,  wide,  narrow,  plain,  ornamental. 

PROJECTIONS — One  story,  2  story,  3  story,  tower  outside  chimney. 

INSIDE  FINISH — Hardwood,  pine,  white  enamel. 
Mantel,  China  Cabinet,  Book  Case. 

BASEMENT  OR  CELLAR— Under  whole,  under  part.      None. 

ATTIC — Unfinished,  plastered.      No.  of  rooms.      No  attic. 

HEATING — -Stoves,  hot  air,  hot  water,  steam,  vapor. 

PLUMBING— Bath  room,  toilet.      None. 

AGE  OF  BUILDING — yrs — Stated,  estimated,  good,  fair,  bad  repair.     Closed,  vacant, 

occupied  by  owner,  tenant  who  furnished,  refused  information. 


OWNERS  NAME 

PORCH — Wood,  stone,  brick,  cement  block 

SLEEPING  PORCH— Open,  closed 

MAIN  BLDG.    Stories 
DIMENSIONS 


FACTOR 


.  X story 

.  X story 


X X X X 

X X X X 


Barn,    Shed,    Garage — Material Size.  . . 

Roof Floor Heat Value  ?. 

Remarks 


.  Stor\ 


Depreciated 
Factor 
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AFFIDAVIT  OF  COST  OF  BUILDING 

(An  affidavit  of  cost  ai  to  the  larger  buildings  should  be  on  file  in  every  lax  of  ice.    No  reduction  should 
be  made  until  filed.) 

(Must  he  signed  by  an  officer  of  the  Company) 

.being of 

The Company,  and  first  duly  sworn,  deposes 

and  says  that  the  total  cost  of  the story building  at 

was  2 ,  itemized   as  follows: 


WORK 


General  contract      ...    ... 

(This  contract   includes 

Excavating 

Masonry 


Cement  work 

Re-inforced  concrete 

Steel  and  iron 

Carpentry 

Roofing 

Heating  and  ventilating.  . 
Plumbing  and  sewering..  . 
Lathing  and  plastering.  .  . 
Painting  and  finishing.  .  .  . 

Electric  wiring 

Sheet  metal 

Steel  sash  and  glazing.  .  .  . 

Marble  and  tile 

Hardware 

Lighting  fixtures 

Sprinkling  system 

Elevators 

Cranes  and  runways 

Power  boilers  and  piping. 

Furnaces  and  ovens 

Shafting 

Other  fixed  equipment. .  .  . 
Architect's  fees 


CONTRACTOR 


items   checked   thus: 


AMOUNT 


OTHER  COSTS 
Kind  Amount 


Carrying  charges 

pending 

construction : 

Kind: 
Maintenance.  ... 

Rental 

Interest 

Total  Cost 


The  above  work  was  done  on: 

General  contract  basis 

Separate  contract  basis 

Cost  plus  percentage 

Direct  labor 

The  above  items  include  all 
labor,  materials  and  extras  in 
the  construction  of  said  build- 
ing and  represent  all  expenses 
incurred  therein.  All  contracts 
and  check  books  proving  said 
figures  are  available  at  your 
call.  The  names  of  the  con- 
tractors are  given,  whom  you 
may  interrogate  and  who  are 
hereby  authorized  and  requested 
to  fully  inform  you  in  the  mat- 
ter. 


(Signed). 

For  The. 

Sworn  to  before  me  and  subscribed  in  my  presence  this.  .  . 


Company. 

day  of 19 


Building  Permit   No. 


( l)u  not  use  the  following) 
Date  of  Permit  Cubage  Factor 

J"} Ft.      $ 


Cost 


Assessed  Value 
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Below  is  the  form  used  in  the  assessor's  office  at  Cleveland,  Ohio,  for  transmuting  a  corner'lot 
to  a  standard  foot  of  an  inside  lot  and  then  comparing  it  with  the  assessed  value.  It  will  be  noticed  that 
the  value  of  the  building  is  assumed  to  be  approximately  twice  what  it  is  assessed  for,  it  being  an  old 
building  and  having  been  assessed  at  a  pre-war  figure.  It  will  be  noticed  that  the  calculation  on  this 
hypothesis  shows  that  E.  55th  Street  which  is  the  main  street  is  assessed  at  ?22S  and  that  the  calculation 

CORNER  OR  MKRQEO  LOT 

(Known  as  the Property) 

File  No.  .5553 Date  of  Inf 5/19/23.. 

Street  No.  .N.».5*P.^...?.r^^.'t..'^.. .^.-.^M.^^SS^-.e* 

Grantor  ...,.,. 

Grantee    

Rosina  Pfe.ff. 


Lessor 

Lessee  ...C&rmar.t. Realty ...C.o* 

Orig  Lot  73 Sub-lot... 1.1.  S'.Brd.. 

Feet  front     "^^ Feet  deep...?^^. 


Map  Dist 3 Page....??3 Plate 

OPTION   PRIOE 

Until Total 

SALE 

(Stamps  $ )  Total 

PRIVATE  APPRAISAL 

Land Building Total 

ASSESSMENT  (YEAR  19.ZZ.) 

LBnd..333.Q.Q Buildingl.74.5.0 Total...4.??3p. . 

Lease  Date Lease  is  Flat — Graduated — Re-appraisal 

Rentals-1923...?OOQ i9..28.90C)Q Thereafter 

1^4  9000  19.29  .9000. 7.  .Yr...  1.2000 

1#.5....9.Q0Q 19.30...1..200.0 .95  ...Yrs. 

19.26....9Q0.Q 193X..1200O ISOOOi 

1927  9000     _  1932  .12000 


Average  Ist  10  yrs.  .9900» 
Average  Ist  20  yrs.   IIS-'^.O*. 
Average         99  yrs.  .^^'^TP.* 
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shows  that  it  \i  worth  about  )59()U,  even  though  the  side  street  is  assumed  to  he  uurth  double  ili  uj  'etsmeni 
in  1920.  The  eridenee,  there/ore,  is  strong  that  a  re-assessment  of  this  particular  property  ii  necessary. 
The  corner  in  the  particular  case  considered  is  the  northwest  corner  of  E.  SSth  and  Carnegie  Avenue, 
the  property  being  leased  for  99  years,  the  lease  calling  for  )59000  annually  for  seven  years,  812,000 /or 
ten  years  and  215,000  thereafter. 


CORNER  OR  MERGED   LOT 


Average  rentals,  1st  .10  years 


Less  BUILDING  VALUE: 


$  ?9Q0 


2800 


Net  Land  Rental 
Capitalized  @  6% 


7100 


118.^33 


Less  REAR  FRONTAGE: 
100..  X  .75..  =    .88 .3 %  X  $300 ^  $  2^*90. 


Less  CORNER  INFLUENCE: 
100 X  .75.  = 69 %  X  $3f50 . 

Less  Land  Value  for 
Parcel  Wider  than  100  ft: 


=  %  X  $ =  $.. 

Total  Deductions 


24150. 


$5.0640 


Inside  Lot  Land  Value 

Divided  by 75 ft.  front  =  UNIT  FOOT  $ 

UNITS  COMPARED 


J  67693 
900 


Street 
Carnegie 

Side 

E.55th. 

Main 


Assessed 
160. 


225. 


Recalc. 
350. 

300... 
900 


Assuming  Building 

,17450. 


Assessed  at  $ 


Value  of  5 


35000. 
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ASSESSMENT  COMPLAINT 

NOTICE:   This  complaint  will  be  rejected  unless   there  is  a  strict  compliance  with  all  the 
requirements    herein. 
An   abatement  will   not   be   granted   in  case  the   LAND   should  be   over-assessed,   if  the 
AGGREGATE   assessment   of    LAND    AND    BUILDINGS   is  less   than   the   true   value   of 
LAND   AND    BUILDINGS. 
Complainant 


Complaint   No 

Attorney  for  Complainant, 
(if  any) 


Residence 

Owner 

Residence 

Taxing    District 

(Twp.,  City,  Village  or  Special  School  District) 

Telephone Residence Address 

TO  THE  COUNTY   BOARD   OF   REVISION: 

Your  complainant.  .,  respectfully  represent.  .  ; 

That    the    Real    Property    described    below,    situate    in    said    county    and    taxing    district 

thereof  is  entered  on  the  current  tax  list  of  said  county  in  the  name.  .   of . 

and  is   described   as  follows : 

DESCRIPTION 


CARD 

No. 


Number  of 
Acres 


Allotment 
Subdivision 


Original 

Lot        Sublot 


Feet  Front 


House  No. 


Street 


Complainant  also  represents: 

LAND 

BLDGS. 

TOTAL 

REMARKS 

Real  Value 

Amount  of   Mortgage 
Will  Sell  for 

ooooo 

OOOOO 

ooooo 
ooooo 

ooooc 
oocx>o 

Cost  of  Building 

Total  Orig.  Invest't.date 

O03OO 

ooooo 

03000 

19. 


of 


That  said  property  was  purchased   (Date) 

who  resides  at 

for  a  total  consideration   (either  in  trade  or  money)   ol  % 

That   the  mortgage   incumbrance  on   said  property  is  $ and  said   mortgage   is 

held   by 

That   the  buildings   located  on  said  land  are  described  as  follows: 
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(Underscore  each  word  that  describes  the  building) 

DWELLING:    Single,    duplex,    double  house,    apartment,    store,    warehouse,   office   building, 
factory,    garage,   theater. 

MATERIAL:    shingle — siding,   lap.   drop.   wide.      Plaster — on   frame,   on  masonry.      Brick — 
solid,   veneer,   press,  common,  cement  block,  stone. 

FOUNDATION:   brick,   stone,  cement  block,   tile,  piers. 

ROOF:      gable,    hip.    flat,    gamble,    mansard — slate,    shingle,    tile,    gravel,    paper,    asbestos, 
asphalt,   metal — dormers,    gables. 

CORNICE:     wood,  metal,   stone,   T.    C. — wide,   narrow,   plain,   ornamental. 

PROJECTIONS:    one  story,  two  story,   three  story,  tower,   outside  chimney. 

INSIDE    FINISH:     main   part   first   story — hardwood,   white   enamel,   pine.     Upper   story — 
hardwood,   white  enamel,   pine. 

BASEMENT   OR   CELLAR:     Under   whole  house,   under   part.     None. 

ATTIC:     unfinished,    plastered.    No.    of    rooms No    attic. 

HEATING:     stoves,   hot  air.   hot  water,   steam,   vapor. 

PLUMBING  FIXTURES:     Sink.  W.C.  wash  bowl,  bath  tub.  laundry  trays,  none. 

AGE  OF  BUILDING: Actual,  estimated.     Condition  good.   fair.  bad.   repair. 

BUILDING:     Occupied,  vacant,  by  owner,  tenant. 

PORCH:     Wood,  stone,  brick,  cement  block. 

SLEEPING   PORCH:     open,   closed. 

STORIES   HIGH  :    

DIMENSIONS:      x x x x 

DESCRIPTION    OF    BUILDING   OTHER    ABOVE 


IF   BUILDING  IS   NEW   AND   NOT   HERETOFORE  ASSESSED.   ATTACH 

SPECIAL  AFFIDAVIT  OF   COST 

(Ask  for   Form    I-B) 

That  a  tender  of  payment  of  $.  .  .  .  has  been  made  to  the  county  treasurer  representing 
the  taxes  on  an  assessment  of  $ 

That  your  complainant  is  aggrieved  by  said  assessment  for  the  following  additional 
reasons :     

Your  complainant,  therefore,  prays  that  said  assessment  be  corrected  as  above  indicated 

and  for  such  other  relief  as.  .  .  .he.  .  .  .may  be  entitled  in  the  premises. 

Notice  of  hearing  on  this  complaint  deposited  in  the  post-office  to  my  address  three 
days  prior  to  such  hearing,  in  which  notice  the  property  may  be  described  as  herein  set 
forth,  shall  be  deemed  reasonable  notice,  and  any  other  or  further  notice  is  hereby  waived. 

(Signed) 

(Owner) 


Sworn   to  and   subscribed   in  my  presence  this day  of 192.  . 

the  above  named  complainant,   being  duly 

sworn,  says  that  the  statements  and  allegations  contained  in  the  above  complaint  are  true. 


NOTICE:   This  complaint  must  be  signed  and  sworn  to  by  owner. 
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MEASUREMENTS  IN  GENERAL  USE 

7.92  inches  make   1   link. 

25  links  make   1   rod. 

16.50  feet  make   1  rod. 

4  rods  make  1  chain. 

10  chains  make   1   furlong. 

8  furlongs  make  1   mile. 

320   rods    make    1    mile. 

5,280  feet  make   1    mile. 

10  square   chains   make   1   acre. 

160   square   rods   make    1    acre. 

640  acres  make    1   square  mile. 

43,560  square   feet  make   1   acre. 

60  geographical  miles  make   1   degree. 

1,728  cubic  inches  make  1  cubic  foot. 

n  cubic  feet  make  1  cubic  yard. 

Gunter's   chain,   22   yards   of    100   links. 

A  section  is  640  acres. 

A   township  is  36  sections,  each    1    square   mile. 

A   span   is  9  inches. 

A  hand — horse  measurement — is  4  inches. 

A   knot — nautical — is   6,086  feet. 

A   fathom — nautical — is   6   feet. 

A  stone  is  14  pounds. 

A   square  acre  is  208  7/10  feet  on  each   side. 

CONTENTS  OF  FIELDS  AND  LOTS 

220  feet  by  198  feet  of  land  equals  1      acre. 

440  feet  by    99  feet  of  land  equals  1      acre. 

110  feet  by  396  feet  of  land  equals  1      acre. 

60  feet  by  726  feet  of  land  equals  1      acre. 

120  feet  by  363  feet  of  land  equals  1      acre. 

240  feet  by  181  1-2  feet  of  land  equals  1  acre. 
200  feet  by  108  9-10  feet  of  land  equals  1-2  acre. 
100  feet  by  145  2-10  feet  of  land  equals  1-3  acre. 

There  are  12  city  lots.  25  x  100  feet,  in  an  acre  with  the  street  cut 
through;  17  424-1000  city  lots,  25  x  100  feet,  in  an  acre  without  the  street 
cut   through. 

MEASURES 

Surface  or  Square  Measure — 144  square  inches  equal  1  square  foot;  9 
square  feet  1  square  yard;  30'4  square  yards  1  measure  20  feet  on  each 
side  and  you  will  have  about  a  square  rod;  40  scjuarc  rods  1  square  rood; 
4  square  roods  1  acre;  640  acres  1  square  mile;  4,840  square  yards  1  acre. 


INDEX 
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INDEX 


Acreage 

Irregular   frontages    214 

\'aluatioiis     208 

\'alues   per   acre   unit ^17 

Addenda See   back    of  book 

Additions 

To    dwellings 331 

Treated    as    expense 294 

Alley    Appraisals 161 

Amortization 

Reserve     301 

Table     of 301 

Analyzing    Leases 172 

Annuity    Tables H 

Apartments 

Definition    of ^ 339 

Illustrated    .i5y-0U-()l -62-63-04-65-66-67 

Apartment   House 

Depreciation .  . 58-319 

Expenses    ''.':.:.- 71 

Returns    71 

Vacancy    surveys 279 

What    should    gross    rental    be? 71 

Apartments 

Determining    rentals 81 

Height   of    floors '. 329 

Appraisal 

On    building    permits 48 

On    earnings 49 

On    pedestrian    count 49 

Appraisals 

Facts    needed 250 

Of     alleys 161 

Of    buildings 289 

Under    single    tax 268 

Appraising 

A    keystone 21 

Farm     lands 210 

Leaseholds     175 

Appreciation 

Of    buildings 312 

Pamphlet     on 320 

Appropriation    Based   on   Traffic   Count...  S2 

Assessing 

At    100%    of   value 220 

Co-operatively     22 

In    Australia 220 

Uniformity     essential 220 

Assessment 

District    map 225 

Notice   of,   legal  decisions 263 

Presumption    of 265 

Typical    case 235 

Compared   to   rentals   on  stoVes 84 

District     233 

Effects    of 37 

For    improvements 234 

For    special    improvements 236 

In   cities    and    villages '  223 

Initiating    in    cities '  228 

Made   by   committees 227 

Special     methods 230 

Assessor 

Must    be    "on    the   square" 223 

Problems   of 220 

Australia 

Methods   of   assessing 221 

Tax    on    land 39 

Automobile 

Service    station    illustrated .?96-7-S 

Shoppers    counted 56 

Counted    in    Chicago 56 


.i>>.*AC£ 

In    downtown    areas •.  .  . S-J-.i-'*-'  55 

Avoidance   of    Tax ■:..".'..: ;.'    '22 

B 

Babcock,     Henry 278 

Ball    Parks •.  . . 88 

Baltimore   Depth    Rule 109 

Benefits     Conlerred iJ2 

Benson    and    Noith < .-.  s.  -70 

Bernard,    A.    D.,    Depth    Rule, ,  ;  ;      1J)9 

Bids  by  Contractors  Unreliable 93 

Bingham,    R.    L.,   co-author   "City   Growth 

and    Values" 108 

Birmingham    Compared    with    Cleveland..        67 

Blair,    W.    Edwin,    Statement    by 81 

Bond    Brokers    Market    Issues 241 

BQnd   Issues 

■Basis   of   regulating 244-245 

Unscientific    appraisals..-.  ;•....=.'.- 240 
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The  New  Authoritative  Book  On 

LONG  AND  SHORT  TERM 

LEASEHOLDS 

By  STANi.tY  L.  McMiCHAEi.,  Realtor 


SCOPE] — Written  by  a  practical  realtor,  experienced  especially  in 
99-year  leaseholds.  Not  technical  or  complex,  but  easily  understood 
by  the  average  reader.  Every  branch  of  long  and  short  time  leasing 
discussed  in  an  interesting  manner.  A  realtor,  investor,  owner,  or 
attorney,  unfamiliar  with  long  and  short  leases,  will  glean  invaluable 
information  from  this  volume. 

CONTENTS — The  book  contains  thirty-three  interesting  chapters  and 
thirty  complete  leases,  some  have  nearly  10,000  words,  being  the  very 
best  forms  available.  Also,  a  valuable  addenda  containing  rare  and 
useful  tables.  Eight  full  page  half-tone  illustrations  of  buildings  erected 
on  land  leased  for  long  terms.  Contains  386  pages,  in  heavy  cloth  bind- 
ing, lettered  in  gold. 

ENDORSEMENT 

"Lonj?  and  Short  Term  Leaseholds,"  the  tirst  of  a  series  of  text  books 
planned  by  the  National  Association  of  Real  Estate  Boards,  is  refreshing 
in    narrative   and   rich    in    significant   detail. 

The  author  is  a  student  and  writer  of  large  experience,  a  Realtor  of 
national  reputation,  and  his  work  in  its  latest  edition  has  been  admirably 
revised,    broadened    in    scope,   and   amplified    in    addenda. 

"Long  and  STiort  Term  Leaseholds"  appeals  to  the  practical  man,  and  is 
recognized  by  the  National  Association  of  Real  Estate  Board;  as  a  stand- 
ard reference  for  workers  and  libraries  in  a  field  of  ever  increasin-?  and 
commanding    importance. 

(Signed)      IRVING    E.    MACOMBER. 
Chairman    of    The    Publication    Council, 
National    Association    Real    Estate   Boards. 

HOW  TO  OBTAIN  TT— This  book  may  be  ordered  direct  from  the 
publisher.  Money  back  if  not  satisfactory.  The  only  book  on  modern 
leasing  ever  published  in  America.  Canadian  and  foreign  orders  10  per 
cent  extra.     Make  it  a  part  of  your  library. 


THE 
STANLEY    McMICHAEL    PUBLISHING    ORGANIZATION 


CLEVELAND,  OHIO 
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A   Book  Of  Absorbing  Human   Interest! 

CITY  GROWTH  AND  VALL  KS 

BY   STANLEY   L.   McMICHAEL,   REALTOR 
AND  ROBERT  F.  BINGHAM,  ATTORNEY-AT-LAW 


If  you  are  interested  in  why  and  how  cities  p:row,  how  realty 
values  rise  or  fall,  due  to  definite  conditions  which  often  can  be  readily 
foreseen,  read  this  new  comprehensive  study  of  city  life. 

H.  R.  Ennis,  former  President  of  The  National  Association  of  Real 
Estate  Boards,  has  this  to  say  of  this  carefully  prepared  volume: 

"City  Growth  and  Values,"  prepared  under  the  joint  authorship  of 
Stanley  L.  McMichael,  realtor  of  Cleveland,  Ohio,  and  Robert  F\  Bingham, 
attorney-at-law,    of    Cleveland,    Ohio,    serves   a    most    useful    purpose. 

Today  when  realtors  are  giving  serious  thought  and  consideration  to  an 
educational  program  such  as  sponsored  by  the  National  Association  of 
Real  Estate  Boards,  and  when  progressive  men  are  sp?ciali7,ing  along 
definite  lines,  such  a  book  compiled  as  it  is  in  a  concise  manner,  pre- 
senting practical,  interesting  facts  and  suggestions  regarding  conditions  in 
many  cities,  serves  a  purpose  that  no  other  hook  yet  published  has  accom- 
plished. It  should  be  read  by  every  man  who  desires  to  imi)rove  his 
methods  in  handling  real  estate  transactions.  No  one  can  read  this  book 
but  will   be  amply   repaid. 

H.    R.    ENNIS.    former    President, 
National    Association     Real    Estate    Boards, 
Kansas   City,   Mo. 

THE  FIELD  COVERED— This  book  was  written  as  the  result  of 
years  of  study,  research  and  travel.  Refers  to  scores  of  American  and 
foreign  communities,  indicating  why  human  beings  live  in  cities;  what 
types  of  cities  there  are;  why  central  business  districts  shift  every  few- 
years;  why  foreign  and  racial  settlements  exist  in  cities;  what  effect 
zoning  and  city  planning  have  on  cities,  and  hundreds  of  other  prob- 
lems you  come  in  contact  with  daily. 

PROFUSELY  ILLUSTRATED— The  thirty-eight  chapters  of  this  book 
are  illustrated  with  over  100  half-tone  engravings,  many  full  page  in 
size.  The  374  pages  are  bound  in  heavy  blue  cloth  on  board  covers 
stamped  in  gold.  The  book's  addenda  is  invaluable  as  it  contains  many 
lists,   tables,   and   statistics   concerning  the   growth   of   Ariiierican  cities. 

ADD  THIS  TO  YOUR  LIBRARY— The  book  will  be  sent  direct  to  any 
address  in  the  United  States,  postpaid.  Canadian  and  foreign  orders. 
10  per  cent  extra.     Purchase  price  cheerfully   refunded  if  desired. 


THE 
STANLEY    McMICHAEL    PUBLISHING    ORGANIZATION 

CLEVELAND.  OHIO 
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A  Book  Everyone  Should  Read! 

HOW  TO  MAKE  MONEY 
IN  REAL  ESTATE 


BY    STANLEY    L.    McMICHAEL,    REALTOR,    INVESTOR 
AND    OPERATOR 


THE   PROBLEM    ANSWERED— This    interesting   book   really  answers 

the  problem  of  how  to  make  money  through  real  estate  operations. 
Vast  fortunes  have  been  made  by  investors  who  have  carefully  studied 
the  subject,  and  then  proceeded  with  judgment  and  courage  to  put 
their  knowledge  to  work  for  them.  This  book  is  intensely  practical  in 
character,  and  covers  the  field  in  a  way  never  heretofore  attempted. 
Not  a  dull  chapter  in  the  entire  volume! 


ENDORSEMENT 

"How  To  Make  Money  in  Real  Estate"  is  a  most  interesting  and 
instructive  book.  It  contains  much  of  value  to  the  investing  public,  as 
well  as  those  engaged  in  the  real  estate  profession.  I  am  planning  to 
procure  a  number  of  copies  of  the  book  for  use  by  my  salesmen,  and 
gifts  to  friends.  The  book  is  a  very  important  addition  to  the  literature 
of  real  estate." 

EDWARD    S.    JUDD. 

Former   President.   National    Association   of 

Real   Estate  Boards. 

Chicago,    111. 

WIDE  APPEAL^ — The  simplicity  and  charm  of  the  story  of  making 
money  in  real  estate  is  so  appealing  that  it  encourages  action,  even 
when  the  available  funds  are  small  in  volume.  If  others  can  make 
money  in  real  estate,  so  can  you.  Study  this  book  to  find  how  it  can 
be  accomplished. 

INVALUABLE  IN  ANY  LIBRARY— The  book  contains  thirty-two 
chapters  in  all,  with  a  useful  addenda.  Canadian  and  foreign  orders, 
10  per  cent  extra.  Pages  are  6x9  inches  in  size,  bound  in  uniformity 
with  other  Realty  Library  volumes. 


THE 
STANLEY    McMICHAEL    PUBLISHING    ORGANIZATION 

CLEVELAND,  OHIO 
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For  Brokers,  Bankers,  Operators  and  Investors 

FINANCING  REAL  ESTATE 

By  R.  F.  Bingham  and  E.  L.  Andrews 


FINANCING  METHODS— The  very  latest  methods  and  forms  of 
financing  all  kinds  of  real  estate  transactions  are  covered  in  detail 
in  this  book,  which  is  accepted  as  the  standard  text  and  only  com- 
plete book  on  this  most  interesting  subject. 


DIVISIONS — The    subject    is    carefully    grouped    into    six    parts    in    31 
chapters. 


Part  1 — Basis    of    financing    real    estate — 6    chapters. 

Part  2 — Influence   of   form   of   ownership — 3    chapters. 

Part  3 — Sources   of    finance — 3   chapters. 

Part  4 — Forms   of   real   estate  credit — 8   chapters. 

Part  5 — Typical   financing   operations — 7    chapters. 

Part  6 — Effect  of  public  policy  on   financing — 4  chapters. 


ADDENDA — "Financing  Real  Estate"  contains  an  appendix  in  which 
appear  sixteen  valuable  forms,  including  mortgage  and  trust  deeds, 
typical  ninety-nine  year  lease,  syndicating,  and  other  forms,  any  one  of 
which  is  very  useful  when  needed. 


SIZE  AND  PRICE— "Financing  Real  Estate"  contains  375  pages,  six 
by  nine  inches  in  size,  bound  in  blue  cloth,  stamped  in  gold,  in  the 
usual  form  of  other  volumes  in  The  Realty  Library.  Canadian  and 
foreign  orders  are  10  per  cent  extra.  Money  cheerfully  refunded  if 
not  exactly  as  represented.  Send  for  full  information  or  order  direct 
from 


THE 
STANLEY    McMICHAEL    PUBLISHING    ORGANIZATION 

CLEVELAND,  OHIO 
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A  Book  To  Increase  Your  Earning  Power! 

SELLING  REAL  ESTATE 

By  Stanley  L.  McMichaei.,  Realtor 


This  fascinating  volume  was  written  by  a  practical  realtor  pri- 
marily to  improve  sales  methods  of  those  engaged  in  marketing  real 
estate.  "Selling-  Real  Estate"  covers  every  phase  of  this  important 
field. 


THE  SCIENCE  OF  SELLING— Never  before  has  a  book  on  the  subject 
of  selling  real  estate  been  written.  A  few  articles  have  appeared  in 
magazines,  and  a  few  addresses  have  been  delivered  at  conventions,  but 
here,  for  the  first  time,  will  be  found  definitely  outlined  the  specific 
methods  to  be  employed.  Theory  is  translated  into  the  practical  appli- 
cations of  the  methods  outlined.  The  book  is  partly  written  in  story 
form,  and  recounts  the  activities  of  a  young  man  who  wishes  to  be  a 
master  salesman.  Through  a  series  of  chapters  he  actually  demon- 
strates the  methods  employed. 

SIZE — The  book  embraces  thirty-two  chapters,  and  contains  442  pages. 
It  has  I'eceived  wide  recognition  and  endorsement  from  a  host  of  realtors, 
college  professors,  and  others,  who  had  been  waiting  for  just  such  a 
volume  as  this. 


SIXTH  VOLUME  IN  REALTY  LIBRARY— This  makes  the  sixth  volume 
in  the  Realty  Library,  and  is  uniform  in  size  and  style  with  other 
volumes.  Full  information  will  be  gladly  supplied  upon  application. 
If  you  are  engaged  in  marketing  real  estate  in  any  form,  you  should 
certainly  obtain  this  new  book.  Canadian  and  foi-eign  orders  are  10 
per  cent  extra. 


THE 
STANLEY    McMICHAEL    PUBLISHING    ORGANIZATION 

CLEVELAND,  OHIO 
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